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1. LEGAL FOUNDATIONS OF PUBLIC EDUCATION IN ALABAMA 
 
 The educational system that has developed in the United States is unique in the 
world in that it is an open system with the stated intent of educating all individuals.  For that 
reason, education of the public is not financed for the benefit of an individual, but rather for 
the benefit of society as a whole.  An educated populace offers society as a return on 
investment greater productivity and an increased standard of living.  Since everyone in 
society benefits from having an educated citizenry, the responsibility to finance public 
education is a general responsibility of society as a whole (ASBO International, 1990, p. 
3). 
 

Northwest Ordinance of 1787, Federal Interest in Public Education 
 
 Education was important in colonial times because of a preventive effect in 
fortifying people to resist the evil influences of the devil.  Early colonists recognized 
public education should be a function of government and not left to private enterprise.  
The evolution and preservation of a democratic form of government was to be 
accomplished through the development of individuals.  With the statement of the 
Continental Congress in the Northwest Ordinance of 1787 of the importance of 
education that “Schools and the means of education shall forever be encouraged,” the 
positioning of public education in the new democracy seemed secure.  The granting of 
public lands for public schools was the first enactment of federal support for public 
education, antedating even the ratification of the Constitution of the United States itself 
(Harvey, 1989, pp. 11-13). 
 
 However, the word education is not to be found in the Constitution, presumably for 
several reasons.  The original 13 colonies had already developed their own patterns of 
school organization, recognizing their responsibility and obligation by legislation during the 
colonial period.  At this period in history, many needs were pressing the new nation and a 
provision in the draft constitution could have led to an impasse or disagreement.  The 
framework for the Constitution that was developed involved ceding powers both to the 
states and to the federal government in a balancing act (Burrup, Brimley, and Garfield, pp. 
168-169). 
 
Public Education is a State Function 
 
 Public education in the United States was to become a state function with federal 
involvement.  Article I, Section 8 of the Constitution of the United States gives Congress 
the authority to provide educational support:  “The Congress shall have power to lay and 
collect taxes . . . to pay the debts and provide for the common defense and general 
welfare of the United States.”  Education comes under the general welfare of the United 
States.  However, Congress found deficiencies in the new Constitution and proposed the 
first ten amendments that were adopted in 1791 as the Bill of Rights.  The Tenth 
Amendment defines those functions not specifically addressed in the Constitution of the 
United States are reserved as responsibilities of the respective states: 
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  The powers not delegated to the United States by the Constitution, 

nor prohibited by it to the States, are reserved to the States respectively, or 
to the people (Constitutional of the United States, Amendment 10). 

 
 Since education is a function reserved to the states, it must operate as a state 
function and not a local function.  As a result, there are 50 versions today of how education 
should function in the United States.  Local control of public education, while important and 
limited, is not a legal doctrine.  While state legislatures may delegate the implementation of 
certain rules and regulations to a state board of education and other state agencies, and 
may create local school systems for the efficient day-to-day operation of schools, the legal 
obligation remains with the state.  Local control and local school systems provide for a 
managerial organization.  Such local operation may not exceed the parameters provided 
for by the Constitution and statute; nor can the local board of education divest itself of any 
such delegated responsibilities (ASBO International, pp. 3-4). 
 

 Each state constitution requires a public education system, which 
may be described with terms such as “ample,” “general,” “efficient,” 
“thorough,” or “uniform.”  Because this obligation arises from the state’s 
constitution, the standards for schooling within each state are decided by its 
legislature.  Lawsuits concerning school finance are brought in state court 
(Center for the Future of Children, p. 7). 

 
 The financing and operations of public school systems is therefore a state 
responsibility implemented by the legislature of the state subject only to the provisions and 
limitations of the state's constitution.  These constitutional and legislative powers also 
require the authority to raise money for education through public taxation.  While a state 
may delegate to local school systems or other governmental units the power to finance 
public education through taxation, such funds remain state, not local funds.  There is no 
inherent power in local school systems to levy taxes (Gee and Sperry, 1978).  In Alabama, 
the courts have come to the same conclusion:  "Every public school is a state school, 
created by the state, supported by the state, supervised by the state, through statewide 
and local agencies, taught by teachers licensed by the state, employed by agencies of the 
state (Williams v. State, 161 So. 507, 507-508, Ala. 1935)." 
 

 A school finance system could be—but rarely is—planned from 
scratch.  In most states, the system has evolved over decades, altered by 
the actions of legislatures and governors, state and federal courts, and 
sometime voters.  With such long and complex histories, it should not be 
surprising that state education finance systems vary greatly (Center for the 
Future of Children, pp. l 39). 

 
 The first schools established in the United States and in Alabama were on a local 
basis.  Therefore it was natural for school finance to first develop as a local or even church 
problem.  Evolution into local tax support was not rapid, but property of the local 
community became the financial base for the schools that were developed.  By 1890, all 
states were utilizing the property tax to some degree to support its schools, along with 
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revenues from the various land grants.  As small communities grew into large ones, the ad 
valorem tax became less a function of the ability to pay principle. 
 
 The weakness of complete local financing was beginning to become obvious.  
Local initiative and local ability were becoming the primary determinant of the quality of 
education offered in many areas of a state.  The needs for state support developed, but 
progress was slow until the Depression of 1929. Alabama was no exception to this 
generalization and both the state income and sales taxes were added in the 1930’s.  While 
history played a large part in the development of a state’s school finance system, 
movement developed toward greater state support and greater equalization.  Alabama 
was an early leader in this movement, and a near casualty after Brown v. Board of 
Education. 
 

Purposes of a State School Finance System 
 
 The financing of the public school system of a state is implemented through a 
series of procedures, formulas, and mechanisms as defined in each state’s constitution, in 
its statutes, and in its regulations.  Their purpose is to accomplish the following: 
 
 1. to allocate state support to the state's numerous local school systems; 
 2. to reimburse local school systems for particular expenditures they incur; 
 3. to control the spending levels and tax rates of local school systems; 
 4. to regulate how districts spend the revenues they obtain; and 
 5. to provide incentives for local school systems to behave in particular ways 

(Augenblick, Fulton, and Pipho, 1991, p. v.). 
 
 The desired outcome of all such state systems is to produce some degree of 
equality, adequacy, and efficiency.  While authority for day-to day operation may be 
delegated to local boards of education that operate under the management authority of the 
State Board of Education, it is the responsibility of the Legislature to ultimately direct the 
operation of schools.  Therefore, the funding of Alabama’s system of public schools is the 
responsibility of the Legislature.  This relationship has developed in practice since 
statehood in 1819, clarified in numerous Alabama State Supreme Court Cases, and 
validated in 1993 by Montgomery County Circuit Count and again affirmed in 1997 by the 
Alabama State Supreme Court. 
 

ALABAMA'S CONSTITUTIONS AND PUBLIC SCHOOLS 
 
 Alabama has had six constitutions ratified by the people of the State.  While it may 
not be so unusual to have had so many, it is unusual that the most recent constitution is so 
old.  While other states of the southeast were revising their constitutions during the second 
half of the twentieth century, Alabama was clinging to one basically constructed in the 
nineteenth century.  This base document was the Constitution of 1875 whose purpose it 
was to return Alabama, as nearly as possible, to those conditions prior to the Civil War.  It 
is not an exaggerated statement to say that the operation of the State of Alabama today is 
more profoundly influenced by the Civil War and Reconstruction than any other single 
epoch in our state’s history. 
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 It is significant to note that the statewide system of public schools began under the 
Constitution of 1819 with the Public Education Act of 1854.  It would not be until litigation of 
the 1990’s that Alabama would finally learn the true meaning of the phrase “a statewide 
system.”  Alabama’s public schools today are a direct legacy of every constitution and the 
continuing struggle between maintaining the trailing edge of society (antebellum Alabama) 
and leading society in a new direction (the global economy of 2000).  The following 
constitutional provisions trace Alabama’s public schools from log cabins in a frontier state 
to a modern system finally declared in 1993 to be “a fundamental right.” 
 

The Constitution Of 1819 
 
 The "Frontier Constitution" of 1819 established public education in Alabama with 
the following declaration: 
 

 Schools, and the means of education, shall forever be encouraged in 
this state; and the general assembly shall take measures to preserve, from 
unnecessary waste and damage, such lands as are or hereafter may be 
granted by the United States for the use of schools within each township in 
this state, and apply the funds, which may be raised from such lands, in 
strict conformity to the object of such grant. (Constitution of 1819, Article VI). 
 

 In accordance with a Jeffersonian doctrine, the federal government acted through 
the grant of public lands to promote popular education and to place the individual states 
receiving such grants in the role of caretaker with the Northwest Ordinances.  The federal 
government granted the sixteenth section of each township to the citizens of that township 
of the new State of Alabama for the use of schools.  At statehood Alabama accepted these 
lands.  There was estimated to be between something just over 900,000 acres granted.  
However, considering that there were 1,572 townships created and on the basis of 640 
acres per section, 1,006,080 acres would have been granted.  A township is an area of 
land, a square six miles on a side or 36 square miles (Harvey, 1989, pp. 17-25). 
 
Public School Fund Established by State, 1828 
 
 From 1819 to 1828, the ownership of these school lands resided with the individual 
township.  In 1828, the Alabama Legislature provided for the sale of these lands with the 
proceeds to be deposited in the State Bank.  At this time, the state became the trustee of 
the state land fund so deposited with the state and guaranteed to pay interest at the rate of 
six percent per annum directly to the townships.  The principal generated from the sale of 
these school lands (along with the sales of the lands set aside for the University of 
Alabama) provided sufficient principal to create the state bank.  This bank was able 
through its operating profits to meet the expenses of state government.  
 
 However, in 1843 the unwise investment strategy of the trustees of the state bank 
led to its failure and the bankruptcy of the state.  Interest was now owed in perpetuity by 
the state on principal, which it had lost.  The management of this “school fund” would be 
moved from the state comptroller to the newly created state superintendent of education in 
1854.  Public education had developed with little state direction until Alabama went 
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bankrupt in 1843.  Financial recovery by 1853 brought renewed interest in the state's 
public school system.  The modern history of Alabama's state school system began in 
1854 with an act of the legislature creating a statewide system of free public schools to 
carry into effect the constitutional mandate (Harvey, 1989, pp. 38-43). 
 
Public Education Act of 1854 

 
 The provisions creating the statewide system of public schools contained many 
provisions still in operation today.  This act provided for county administration of local 
public schools and for a State Superintendent of Education to exercise general supervision 
over the educational interests of the State.  Furthermore, the Act of 1854 created the 
"Educational Fund."   This Fund consisted of certain state endowments and tax revenues, 
which were to be distributed by the State Superintendent of Education.  This was to be 
done in such a manner as to equalize the financial inequity that resulted from the proceeds 
from the various sixteenth section land funds, which were distributed among the various 
townships on a per student basis. 
 
 These sixteenth section land funds belonged to local townships and were 
considered local funds.  The "Educational Fund" was to consider the local funds available 
and be apportioned to those townships having the lowest local funds available to "... attain 
the end of equalizing, as far as the residue of the educational fund will go, the inequalities 
of distribution produced by the sixteenth section land fund . . . ." (Acts of Alabama 1854, 
No. 6, February 15, 1854).  In addition, this act authorized every county in the State to 
raise annually 1.0 mill of ad valorem taxation for the support of common schools therein.  
Equalization of funding the common schools of the State had become a priority of the 
legislature (Harvey, 1989, pp. 52-53.  
 
 It is significant to recognize the principals of public school organization which were 
established so early in our history and which would be debated so vigorously for decades 
(and potentially centuries) to come.  Among these are “statewide” which means substantial 
uniformity across the state, local ad valorem taxation, equity funding, a state 
superintendent of education, and local boards of education. 
 

The Constitution Of 1861 
 
 The "Secession Constitution" of 1861 repeated the same basic philosophy of public 
education developed since statehood, retaining the state school system, the office of the 
state superintendent, and state funding.  With the distrust of the national leadership 
dominating the attention of the state, little emphasis was placed on the state’s educational 
system.  The Constitutional mandate to forever encourage education was repeated exactly 
from the 1819 Constitution.  The encouragement that was to be offered was scanty, given 
the requirement of the war years. 
 
 It is a major point in Alabama’s history to note the forward-looking influence of the 
Public Education Act of 1854, which modeled the developing statewide system of public 
schools on those of Mobile being dissipated in the furor and devastation of the Civil War.  
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Momentum that had been gained was lost, and a major step backwards was taken.  Such 
would be the future of the state. 
 

The Constitution Of 1865 
 
 The "Reorganization Constitution" of 1865, continued statements supporting public 
education and promising to preserve the sixteenth section land endowment.  The 
constitutional mandate was modified, however: 
 

 The General Assembly shall, from time to time, enact necessary and 
proper laws for the encouragement of the schools and the means of 
education; shall take proper measures to preserve from waste or damage 
such lands as have been or may be granted by the United States for the use 
of schools in each township in this State, and apply the funds which may be 
raised from such lands in strict conformity with the object of such grant 
(Article IV, Section 33, Constitution of 1865). 

 
However, the state's bankruptcy meant little state funding for public schools.  With the 
state struggling to provide basic services to a war-ravaged economy, little attention could 
be spared for public schools. 
 

The Constitution Of 1868 
 
 The "Reconstruction Constitution" of 1868 dramatically strengthened the state 
mandate for public education, for its funding, and for its administration with the creation of 
a state board of education with legislative authority operating in parallel with the state 
legislature.  
 

 It shall be the duty of the board to establish, throughout the state, in 
each township, or other school district which it may have created, one or 
more schools at which all the children of the state, between the ages of five 
and twenty-one years, may attend free of charge (Article XI, Section 8, 
Constitution of 1868). 

 
In many aspects, this mandate will be carried forward into the present Constitution of 
1901.  The significant features of the state school system created at this time include the 
following: 

(1) created a state board of education whose laws had the same force as those of 
the legislature; 

(2) provided for a superintendent of public instruction; 
(3) granted the board full authority over educational matters; 
(4) created a free system of public schools open equally to children of both races; 
(5) again set aside the proceeds of sixteenth section lands and escheats for a 

permanent school fund and/or a permanent debt of the state; 
(6) appropriated one-fifth of the aggregate revenue of the state to the public 

schools; 
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(7) empowered authorities of local school districts to levy a poll tax for schools only; 
and 

(8) provided for an annual tax of many businesses in Alabama to be “exclusively 
devoted to the maintenance of public schools (many of these taxes would be re-
enacted as taxes of the Alabama Special Educational Trust Fund in 1927). 

 
 The one-mill countywide tax authorized in 1854 remained in place.  The main 
difference between the statewide system of public schools prior to the Civil War and 
between 1868 and 1875 was that the schools became completely free and they were for 
both blacks and whites.  Unfortunately, many of the excesses of Reconstruction soured 
the general public on government in general and the public schools in particular.  The 
degree of centralization angered many citizens, as did the theory of equalization between 
blacks and whites.  With a depression in the state and charges of misuse of school funds 
running rampant, the experiment in an improved system of public schools ended in failure 
(Harvey, 1989, pp. 54-57). 
 

The Constitution Of 1875 
  
 Conservative government returned to the State of Alabama in 1875 with the writing 
of a new constitution.  Taxation was limited, expenditures were reduced, and state 
government attempted to settle the debt that had resulted from the period of 
Reconstruction.  The state had been bankrupt since 1872, and the excesses of 
Reconstruction paved the way for return of power to the white population. 
 
 The "Conservative Constitution" of 1875 provided a modern mandate for Alabama's 
public school system: 
 

 The General Assembly shall establish, organize, and maintain a 
system of public schools throughout the State, for the equal benefit of the 
children thereof between the ages of seven and twenty-one years; but 
separate schools shall be provided for the children of citizens of African 
descent (Constitution of 1875, Article XIII, Sec. 1). 

 
`Established in this constitution was the requirement for segregation but the simultaneous 
requirement for equal benefit for the children thereof.  A further mandate was for 
establishment of a permanent school fund: 
 

 The income arising from the Sixteenth Section Trust Fund, the 
Surplus Revenue Fund, until it is called for by the United States 
Government, and the funds enumerated in Sections Three and Four of this 
Article, with such other moneys, to be not less than one hundred thousand 
dollars per annum, as the General Assembly shall provide by taxation or 
otherwise, shall be applied to the support and maintenance of the public 
school; and it shall be the duty of the General Assembly to increase, from 
time to time, the public schools funds as the condition of the treasury and the 
resources of the State will permit (Article XIII, Section 5, Constitution of 
1875), 
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 Section Three referred to above set aside property given to the state for 
educational purposes and the estates of all deceased persons who died without leaving a 
will.  Section Four referred to above addresses the collection of an annual poll tax.  It is 
important to note that in the Constitution of 1875 appeared the limitation on the 
expenditure of this permanent school fund: 
 

 No more than four percent of all moneys raised, or which may 
hereafter be appropriated for the support of public schools, shall be used or 
expended otherwise than for the payment of teachers employed in such 
schools; provided, that the General Assembly may, by a vote of two-thirds of 
each House, suspend the operation of this section (Article XIII, Section 6, 
Constitution of 1875). 

 
 This limitation on the expenditure of school funds was deemed necessary because 
of the widespread public view of corruption in the public schools, that funds that could be 
spent for teachers’ salaries were being wasted in the administration of the schools. In 
addition, the Constitution abolished the state board of education and provided for general 
public election of the State Superintendent of Education.  By 1899, an amendment 
provided for a statewide one-mill property tax for schools.  In many ways the nature of the 
statewide system of public education in the twentieth century was firmly established in the 
nineteenth century (Harvey, 1989, p. 60). 
 
United States Supreme Court - Plessy v. Ferguson 163 U.S. 537 (1896) 
 
 On June 7, 1892, a 30-year-old colored shoemaker named Homer Plessy was 
jailed for sitting in the "White" car of the East Louisiana Railroad. Plessy was only one-
eighths black and seven-eighths white, but under Louisiana law, he was considered black 
and therefore required to sit in the "Colored" car. Plessy went to court and argued, in 
Homer Adolph Plessy v. The State of Louisiana, that the Separate Car Act violated the 
Thirteenth and Fourteenth Amendments to the Constitution. The judge at the trial was 
John Howard Ferguson, a lawyer from Massachusetts who had previously declared the 
Separate Car Act "unconstitutional on trains that traveled through several states".   In 
Plessy's case, however, he decided that the state could choose to regulate railroad 
companies that operated only within Louisiana. He found Plessy guilty of refusing to leave 
the white car.  Plessy appealed to the Supreme Court of Louisiana, which upheld 
Ferguson's decision. In 1896, the Supreme Court of the United States heard Plessy's case 
and found him guilty once again. Speaking for a seven-person majority, Justice Henry 
Brown wrote:  
 

That [the Separate Car Act] does not conflict with the Thirteenth 
Amendment, which abolished slavery...is too clear for argument...A statute 
which implies merely a legal distinction between the white and colored races 
-- a distinction which is founded in the color of the two races, and which must 
always exist so long as white men are distinguished from the other race by 
color -- has no tendency to destroy the legal equality of the two races...The 
object of the [Fourteenth A]mendment was undoubtedly to enforce the 
absolute equality of the two races before the law, but in the nature of things 
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it could not have been intended to abolish distinctions based upon color, or 
to enforce social, as distinguished from political equality, or a commingling of 
the two races upon terms unsatisfactory to either. 
 

 The lone dissenter, Justice John Harlan, showed incredible foresight when he wrote 
"Our Constitution is color-blind, and neither knows nor tolerates classes among citizens. In 
respect of civil rights, all citizens are equal before the law...  In my opinion, the judgment 
this day rendered will, in time, prove to be quite as pernicious as the decision made by this 
tribunal in the Dred Scott case...   The present decision, it may well be apprehended, will 
not only stimulate aggressions, more or less brutal and irritating, upon the admitted rights 
of colored citizens, but will encourage the belief that it is possible, by means of state 
enactments, to defeat the beneficient purposes which the people of the United States had 
in view when they adopted the recent amendments of the Constitution."  
 
 The Plessy decision set the precedent that "separate" facilities for blacks and 
whites were constitutional as long as they were "equal." The "separate but equal" doctrine 
was quickly extended to cover many areas of public life, such as restaurants, theaters, 
restrooms, and public schools.   The majority decision in Plessy v. Ferguson served as the 
organizing legal justification for racial segregation for over 50 years.  Not until 1954, in the 
equally important Brown v. Board of Education decision, would the "separate but equal” 
policy be overturned (163 U.S. 537 (1896). 
 

The Constitution Of 1901 
 
 The current Constitution of 1901, the "Disenfranchising Constitution," has continued 
the philosophy of the Public Education Law of 1854 and the Constitution of 1875.  In many 
ways, the School Code of 1854 continues to define the structure of Alabama's public 
school system.  The major exception to this would be the various efforts to increase local 
taxation for schools and to maintain some degree of equalization.  The original Section 
256 of the Constitution of 1901 made it the duty of the legislature to establish and maintain 
a segregated state system of public schools: 
 
  The legislature shall establish, organize, and maintain a liberal 

system of public schools throughout the state for the benefit of the children 
thereof between the ages of seven and twenty-one years.  The public school 
fund shall be apportioned to the several counties in proportion to the number 
of school children of school age therein, and shall be so apportioned to the 
schools in the districts or townships in the counties as to provide, as nearly 
as practicable, school terms of equal duration in such school districts or 
townships. Separate schools shall be provided for white and colored 
children, and no child of either race shall be permitted to attend a school of 
the other race (Constitution of 1901, original Section 256). 

 
 As the public and the legislature moved to increase public school funding in 
Alabama in this twentieth century, new problems were created.  Progress was 
characterized by a pendulum swinging between increased local effort and increased 
inequity.  The solution was always new state equalization procedures.  However the 
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process of equalization would also be profoundly influenced by efforts of the state to resist 
integration and the implications of black-white polarization in the funding mechanism.  
During the first half of the twentieth century, black schools received less funding per capita 
than did white ones, a pattern in keeping with the Constitution of 1901.  Inequity was both 
constitutionally mandated and sanctioned on a racial basis.   The major change occurring 
in this century is that inequity could no longer be mandated, but could remain sanctioned. 
 
Amendment 3, 1916 
 
 By 1916, the interest of the citizens of the state in providing additional local funding 
brought legislative attention.  Their reward was Amendment 3.  This authorized the county, 
upon a vote of the people, to levy an additional 3.0 mill ad valorem tax for public schools.  
If successful, a local school system, upon a vote of the people, could levy a 3.0 mill school 
district tax in each school tax district of the county.  In order to induce the county to levy 
the 3.0 mill county tax, the legislature authorized the Local Tax Bonus Fund in the amount 
of $1,000 per mill up to 3.0 mills.  Incentive funds would become common.  By 1919, the 
unwanted effects of significant local funds were observable and the Legislature created the 
Revolving Fund to equalize rural school terms over the next quadrennium. With this 
mechanism in 1922 the wealthiest county still spent $36.60 per school child and the 
poorest county spent $7.51 per school child, a variance of 4.87 to 1.00. An emergency 
appropriation in 1927 provided additional state funds to those counties unable to provide 
an equal seven-month school term (Harvey, 1989, p. 108). 
 
Alabama Special Education Trust Fund Created, 1927 
 
 To rectify the inequity created by Amendment 3 in 1916 and to provide for adequate 
educational opportunity, the Legislature created the Alabama Special Educational Trust 
Fund in 1927.  The largest appropriation from the Alabama Special Educational Trust 
Fund or ASETF was for the "Equalization Fund." To participate in this fund, the local 
school system had to provide a minimum educational program of seven months, meet 
standards as might be imposed by the State Board of Education, and be levying the total 
authorized 7.0 mills of local ad valorem tax.  In return, the State would provide the 
necessary funds for salaries and other current expenses to provide the seven-month 
school term as an additional allocation to the poor counties; the rich counties would 
receive no additional allocation. 
 
 Due to inadequate funding overall, the effects of the Depression of 1929, the 
multiplicity of line items for public schools created by the Legislature outside the 
Equalization Fund, and the failure to address transportation and capital outlay in the 
Equalization Fund, the Legislature again acted in 1935 to further reduce inequity statewide 
through the creation of the Alabama Minimum Foundation Program.  This model state 
finance program corrected the fundamental flaws of the 1927 legislation and absorbed the 
Equalization Fund.  Written by Roe L. Johns and Edgar Morphet, this program was one of 
the most modern and successful in the country. This program, the Alabama Minimum 
Foundation Program, completed the "contract" first established by the legislature in 1854. 
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 This contract stipulated the following:  (1) that Alabama's public schools would be 
funded through a combination of state and local funds; (2) that the state would require 
under force of penalty that all local taxes authorized by the constitution and required by the 
legislature would be levied; (3) and that the state would adjust for local revenues per 
student in average daily attendance (ADA) based on one teacher unit for each 28 students 
with a varying state allocation.  In fulfilling the conditions of this contract, local school 
systems would adhere to standards of accountability created by the state and 
administered by the State Board of Education.  Legislation in 1919 recreated the State 
Board of Education. 
 
 The voters of each local school system approved the levy of 7.0 mills of property 
tax. The state had thus created the tax policy that the ad valorem tax was to be used to 
locally fund schools.  Thus assessed valuation became the single measure of local wealth, 
which would be utilized in calculating required local taxation and local effort.  The local tax 
effort required for each local school system would be its share of one-half of one percent 
of total assessed state valuation or 5.0 mills.  Local taxation became defined as the total 
local tax rate in mills that must be levied.  Local tax effort became defined as the portion of 
local taxation that would be subtracted from the state calculation of required funding--the 
local share. 
 
 This local effort would vary with the ad valorem wealth of the state and would be 
subtracted from the state allocation.  As the wealth of the state increased, so would the 
required local effort.  This provision for required local effort was frozen in 1939 as total 
wealth of the state was in a continuing decline, primarily due to the effects of the 
Depression of 1929.   This would over time, along with factors, recreate inequity in funding 
of public schools. 
 
Amendment 111, 1956 
 
 However, another event may have been the death knell to the progress of Alabama 
in equalizing educational opportunity.  As the NAACP challenged segregation in the public 
schools nationwide in the early 1950's, the Alabama legislature began to build the doctrine 
of "separate but equal."  This was accomplished by leveling expenditures for black and 
white teachers' salaries, by equalizing expenditures for black and white school children, 
and by establishing school terms of equal duration (Crowther, "Alabama's Fight to Maintain 
Segregated Schools, 1953-56,"  Alabama Review, July 1990, pp.  208).  The legislature 
began a study of ways to resist court-ordered desegregation in 1953 with the creation of a 
Joint Interim Legislative Committee charged with drafting appropriate legislation to avoid 
the eventual Brown v. Board of Education, 347 U.S.  483 (1954); 349 U.S.  294 (1955). 
 
 This Resolution found that the pending group of cases before the U.S. Supreme 
Court "Would impose expense upon the State in the continuation of the school system 
beyond any present provision or capacity to meet and compel serious consideration of the 
abandonment of the function of public education (Acts of Alabama 1953, S.J.R.  49, Act 
No.  894, September 21, 1953)."   When this Committee submitted its report in 1955, a 
major component was a proposed constitutional amendment to so amend Section 256 as 
to remove the offending portion that established race as a criterion for assigning students 
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to schools and to simultaneously delete the mandate creating a right to a public school 
education.  The concern of the Committee over the possibility of education being a 
fundamental right in the State was obvious: 
 
 There is no right under the Constitution of the United States to an education 

at public expense.  Alabama should disclaim any such compulsion, making 
plain the desire of its citizens to promote the education of its children, but not 
at the expense of tension, disorder, the violation of ingrained traditions and 
the clear risk of psychological damage to children of both races. (Report of 
Alabama, Interim Legislative Committee on Segregation in the Public 
Schools, Legislative Document No. 1, Regular Session 1955, p. 10) 

  
 The intent of this amendment was to allow the state to discontinue public education 
wherever and whenever the public order was threatened and to allow public funds to be 
used to aid private education.  These changes would, in the Committee's opinion, allow 
the preservation of segregation:  
 
  The constitutional changes proposed by this report are based upon 

the foregoing fundamental considerations.  They do not require any radical 
change in the public school system of the State.  The main objective of the 
proposals is to give the authority to the legislature to assure the recognition 
by our school authorities of the right of white people, as well as Negro 
people, to elect to attend schools of their own race and to make possible the 
application of tests and standards which must be met before mixed schools 
can be operated at all for those willing to attend them (Report of Alabama, 
Interim Legislative Committee on Segregation in the Public Schools, 
Legislative Document No. 1, Regular Session 1955, p. 9). 

 
 The legislature willingly approved such a constitutional amendment, which was 
ratified by the voters in 1956 as Amendment 111 for this very purpose.  Statutes 
implementing Amendment 111 which provided for school closings and private tuition 
payments were ultimately struck down by federal court in Lee v. Macon County Board of 
Education, 232 F. Supp 743 (1967).  However, the enabling provisions of Amendment 111 
were not challenged.  The continuance of Amendment 111 left Alabama's school children 
with a public education system to which they have no constitutional right.  This was 
commonly viewed as an insurmountable obstacle to restoring equity funding or a court 
challenge of adequacy and equity.  In 1990 a group of public school systems in Alabama 
banded together as the Alabama Coalition for Equity to file such a lawsuit.  Their first plea 
to the Court was to strike down Amendment 111 as violative of the Fourteenth 
Amendment to the U.S. Constitution. 
 
 Subsequent Orders of the Court found the state liable for its constitutional violations 
in providing an adequate and equitable educational opportunity and directed the state to 
develop a remedy.  These Orders set the state for a revision of the 1935 Foundation 
Program in 1995. 
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ALABAMA‘S STATEWIDE SYSTEM 
 OF PUBLIC SCHOOLS ESTABLISHED IN 1854 

 
 The difficult process of developing the State of Alabama from the Mississippi 
Territory began in 1819.  In so many ways, the early development of this new State of 
Alabama was based upon the development of the County of Mobile.  The earliest schools 
had developed here, and the evolution of the public education system in Mobile County 
would become the model for the state in 1854.  While the grant of sixteenth section lands 
to the State did offer significant financial assistance to local townships, the development of 
public schools statewide called for additional financial support and governance.  By 1854 
the state legislature was ready to expand this model statewide. 
 
Public Education Act of 1854:  Counties Implement a State Function 
 
 The State implemented a statewide system of public schools in 1854 through 
local county government.  The fact, however, that these schools so created were 
administered through the counties did not in any way diminish the reality that they were 
state schools.  The county is a political subdivision of the state, “a territorial subdivision 
of the state created for administrative convenience (Brookings Institution, Vol. 5, p. 12).”  
The relationship between the state and the respective counties is legally nothing more 
than subordinate agencies of the state exercising certain state powers within prescribed 
territorial areas.  “The relationship between the state and the county is thus that of 
principal and agent” (Brookings Institution, Vol. 1, p. 30). 
 

When county government took form in the state, means of communication and 
transportation were not well developed; it was therefore essential that the exercise of 
governmental functions should as far as possible be decentralized.  As the state grew in 
the twentieth century and gradually became less rural and agricultural and more urban 
and industrialized, the means of communication and transportation developed rapidly.  
“As a result of these changed conditions, there can be little doubt that a far higher 
degree of economy and efficiency can be secured by a greater centralization in state 
agencies of the performance of governmental functions (Brookings, Vol. 1, pp. 30-31).”  
The obvious direction of state government in the twentieth century became one of 
greater control and responsibility for the implementation of public education.  The 
Constitution of 1901 would emphasize this direction. 
 
Constitution of 1901, Section 256 
 
 Article XIV, the "Education Article," of the Constitution of 1901 first addresses the 
"Duty of legislature to establish and maintain public school system" with Section 256.   In 
Alabama, the operation our state school finance system begins with this Section and its 
mandate for public education as found in the first sentence: 
 

 The legislature shall establish, organize, and maintain a liberal 
system of public schools throughout the state for the benefit of the children 
thereof between the ages of seven and twenty-one years. The public 
school fund shall be apportioned to the several counties in proportion to 
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the number of school children of school age therein, and shall be so 
apportioned to the schools in the districts or townships in the counties as 
to provide, as nearly as practicable, school terms of equal duration in such 
school districts or townships. Separate schools shall be provided for white 
and colored children, and no child of either race shall be permitted to 
attend a school of the other race (Constitution of 1901, Section 256). 

 
The second sentence of this Section declares how state funds in effect in 1901 (the 
revenues of the Public School Fund which were primarily a three mill statewide ad valorem 
tax) would be distributed: 
 
  The public school fund shall be apportioned to the several counties in 

proportion to the number of school children of school age therein, and shall 
be so apportioned to the schools in the districts or townships of the counties 
as to provide, as nearly as practicable, school terms of equal duration in 
such school districts or townships (Constitution of 1901, Section 256). 

 
The intent of this sentence and the practice across the state prior to 1901 was that 
these public dollars would be apportioned to the counties not on the basis of children of 
school age actually attending public schools, but on the basis of all children irrespective 
of where they were schools.  It was common for these funds to be expended for the 
education of school children in private schools.  
 
 The third sentence of this Section required racial segregation of students required 
to attend the public schools so mandated: 
 
  Separate schools shall be provided for white and colored children, 

and no child of either race shall be permitted to attend a school of the other 
race (Constitution of 1901, Section 256). 

 
These provisions guided the operation of the statewide system of public schools from 
1901 to 1956 when Section 256 was amended.  It is interesting to note that this practice 
had been in effect throughout the state’s history, with the exception of the period of 
reconstruction beginning with the Constitution of 1868 which totally desegregated public 
schools and ending with the Constitution of 1875. 
 
United States Supreme Court - Gong Lum v. Rice 75 U.S. 78 No. 29. (1927) 
 
 In 1924, a nine-year old Chinese-American named Martha Lum, daughter of Gong 
Lum, was prohibited from attending the Rosedale Consolidated High School in Bolivar 
County, Mississippi solely because she was of Chinese descent.  The State of Mississippi 
based its decision on the construction of Section 207 of the state Constitution of 1890, 
which provides:   “Separate schools shall be maintained for children of the white and 
colored races.”    The Mississippi Supreme Court held that this provision of the 
Constitution divided the educable children into those of the pure white or Caucasian race, 
on the one hand, and the brown, yellow, and black races, on the other, and therefore that 
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Martha Lum, of the Mongolian or yellow race, could not insist on being classed with the 
whites under this constitutional division.  
 
 There was no school maintained in the District for the education of children of 
Chinese descent, and none established in Bolivar County where she could attend.  The 
case then reduced itself to the question whether a state can be said to afford to a child of 
Chinese ancestry born in this country, and a citizen of the United States, equal protection 
of the laws by giving her the opportunity for a common school education in a school which 
receives only colored children of the brown, yellow or black races.  The decision effectively 
approved the exclusion of minority children from schools reserved for whites. 
 
 The Supreme Court of the United States upheld the decision of the Mississippi 
Supreme Court in 1927:  'Under the circumstances disclosed, we cannot say that this 
action of the state court was, within the meaning of the Fourteenth Amendment, a denial 
by the state to the plaintiffs and to those associated with them of the equal protection of 
the laws, or of any privileges belonging to them as citizens of the United States.”  The 
judgment of the Supreme Court of Mississippi was affirmed.  
 
Section  268 – The School Census 
 
 Implement of the provision in Section 256 which provides for the apportionment of 
the Public School Fund by the number of children between the ages of seven and 
twenty-one years also required that the Constitution of 1901 also provide for the taking of 
a school census: 
 

The legislature shall provide for taking a school census by townships 
and districts throughout the state not oftener than once in two years, and 
shall provide for the punishment of all persons or officers making false or 
fraudulent enumerations and returns; provided, the state superintendent of 
education may order and supervise the taking of a new census in any 
township, district, or county, whenever he may have reasonable cause to 
believe that false or fraudulent returns have been made (Constitution of 
1901, Section 268). 

 
 The Legislature has provided for the implementation of the school census by 
statute as follows for children in the state between six and 16 years of age: 
 

§ 16-4-15.  Census for schools. 
 

(a) The State Superintendent of Education shall prepare, or cause 
to be prepared, and submit for approval and adoption by the State Board 
of Education rules and regulations for the taking of a decennial school 
census of all children in the state between six and 16 years of age, also 
the forms and blanks to be employed in taking such census and in 
compiling the reports thereon. The next school census shall be taken in 
2008 and every 10 years thereafter, and the State Superintendent of 
Education may cause the whole or any part of the school census of any 
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county or of any city to be retaken at any time, if, in the judgment of the 
State Superintendent of Education, the whole or any part of the census 
has not been properly taken. 

(b) Should a constitutional amendment removing the requirements 
of the school census be ratified by the people, the provisions of this 
section thereby shall be automatically repealed without further action 
required of the Legislature (Code of Alabama 1975, Section16-4-15). 

 
Since the Public School Fund or the Educational Fund as the case may be is currently 
allocated by a guaranteed tax yield scheme, there is no need for a school census.  Since 
the constitutional mandate is still in effect, the course of active was to delay the taking of 
the school census for as long as possible – every ten years.   
 

Definition of “Public Schools” 
 
 On several occasions, the Supreme Court of Alabama has provided a definition of 
the term “public schools” as used in the Constitutions of 1875 and 1901.  The State 
Supreme Court has ruled “that the term includes only the old common schools which have 
since developed into the elementary and secondary schools (In Re Opinion of Justices  
No. 323).”  This statement is based upon decades of earlier state case law. 
 

 The phrase ‘the public schools’ as used in § 71, does not include 
universities or colleges.  ‘Public schools’ are those schools formerly referred 
to as ‘common schools,’ schools which are provided for in §§ 256-260 of the 
Constitution . . .   These schools are for the benefit of the children between 
the ages of seven and twenty-one years, encompassing, in common 
terminology, grammar schools and high schools.  Adults are not a part of the 
constitutional ‘public school’ system (State Tax Commission v. County Board 
of Education, 285 Ala. 388, 170 So. 197, 1938) 

 
Amendment 111, 1956 
 
 The legislature proposed an amendment to the Constitution of 1901 in 1956 whose 
sole purpose was to avoid the impending desegregation of public schools in Alabama.  
The United States Supreme Court had ruled in the case of Brown v. Board of Education on 
May 17, 1954 ending the legality of separate but equal educational opportunities in the 
United States (347 U.S. 483, 1954).  In light of this US Supreme Court ruling, the 
Legislature found the provisions of Section 256 very troubling in terms of the constitutional 
guarantees it apparently offered schoolchildren of the state.  Also troubling was the 
requirement that the public school fund be allocated only for "public school" students which 
would limit the legislature's right to fund private schools.  In addition, there was the 
requirement of separation of the races.  While the proposed amendment addressed 
several sections of the Constitution, its primary mission was to remove any constitutional 
guarantees for public education in Alabama as were found in the first original first sentence 
of Section 256.  The amended version follows: 
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 It is the policy of the state of Alabama to foster and promote the 
education of its citizens in a manner and extent consistent with its 
available resources, and the willingness and ability of the individual 
student, but nothing in this Constitution shall be construed as creating or 
recognizing any right to education or training at public expense, nor as 
limiting the authority and duty of the legislature, in furthering or providing 
for education, to require or impose conditions or procedures deemed 
necessary to the preservation of peace and order. 
 

The legislature may by law provide for or authorize the 
establishment and operation of schools by such persons, agencies or 
municipalities, at such places, and upon such conditions as it may 
prescribe, and for the grant or loan of public funds and the lease, sale or 
donation of real or personal property to or for the benefit of citizens of the 
state for educational purposes under such circumstances and upon such 
conditions as it shall prescribe. Real property owned by the state or any 
municipality shall not be donated for educational purposes except to 
nonprofit charitable or eleemosynary corporations or associations 
organized under the laws of the state. 
 

To avoid confusion and disorder and to promote effective and 
economical planning for education, the legislature may authorize the 
parents or guardians of minors, who desire that such minors shall attend 
schools provided for their own race, to make election to that end, such 
election to be effective for such period and to such extent as the 
legislature may provide. (Amendment 111 Constitution of 1901, Section 
256). 

 
 Furthermore, the legislature found it necessary, in order to provide for funding of 
private schools, to amend additional language of Section 256.   This problematic language 
was in the second sentence relating to the distribution of the Public School Fund.  The 
thrust of Amendment  111 was to make education optional in Alabama, contingent upon 
the willingness of the Legislature and the individual student.  Furthermore, deletion of the 
term “public schools” and the reliance on upon the term “education” which allows both 
public and private education entities to receive state funding, opened the door for state 
funding of private schools.   
 

Public Education Purposes and Educational Purposes:  A Difference 
 
 This change would allow state funds to be used for educational purposes other than 
public purposes.  The legislature also found it necessary to remove the constitutional 
requirement of separation of the races in hopes of avoiding a conflict with the Fourteenth 
Amendment to the U.S. Constitution and thus successfully resisting desegregation: 
 
  To avoid confusion and disorder and to promote effective and 

economical planning for education, the legislature may authorize the parents 
or guardians of minors, who desire that such minors shall attend schools 
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provided for their own race, to make election to that end, such election to be 
effective for such period and to such extend as the legislature may provide 
(Amendment 111, Section 256). 

 
Section 258 – Donated Property and Escheats 
 
 Further provisions of Amendment 111 addressed other provisions of the 
Constitution of 1901 to remove the word “public.  Original Section 258 provided as 
follows: 
 

All lands or other property given by individuals, or appropriated by 
the state for educational purposes, and all estates of deceased persons 
who die without leaving a will or heir, shall be faithfully applied to the 
maintenance of the public schools (Constitution of 1901, Section 258) 

 
Amendment 111 amended this section to read as follows and deletes the term “public 
schools” in favor of the term “education”: 
 

All lands or other property given by individuals, or appropriated by 
the state for educational purposes, and all estates of deceased persons 
who die without leaving a will or heir, shall be used or applied to the 
furtherance of education (Constitution of 1901, Section 258 as Amended 
by Amendment 111) 

 
Section 259 – The Poll Tax 
 
 The original Section 259 of the Constitution of 1901 dedicated the proceeds of the 
poll tax for public schools as follows: 
 

All poll taxes collected in this state shall be applied to the support of 
the public schools in the respective counties where collected (Constitution 
of 1901, Section 259). 

 
 Amendment 111 changed Section 259 to read as follows: 
 

All poll taxes collected in this state shall be applied to the support and 
furtherance of education in the respective counties where collected 
(Constitution of 1901, Section 259 as Amended by Amendment 111).  

 
 The Poll Tax was declared unconstitutional as violative of the 14th and 15th 
Amendments to the U.S. Constitution in 1966.  The poll tax as a license tax on voting 
violated the 14th Amendment.  The Court ruled that the poll tax is a great pillar of racial 
discrimination, the effect of which is to bar a large number of negroes from the polls and 
thus violates the 15th Amendment (United States v. Alabama, 252 F. Supp. 95 (M.D. 
Ala..1966). 
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Section 260 – The Public School Fund 
 
 The Constitution of 1901 continued the long standing tradition in Alabama of 
earmarking certain state taxes for the Public School Fund: 
 

The income arising from the sixteenth section trust fund, the 
surplus revenue fund, until it is called for by the United States government, 
and the funds enumerated in sections 257 and 258 of this Constitution, 
together with a special annual tax of thirty cents on each one hundred 
dollars of taxable property in this state, which the legislature shall levy, 
shall be applied to the support and maintenance of the public schools, 
and it shall be the duty of the legislature to increase the public school 
fund from time to time as the necessity therefor and the condition of the 
treasury and the resources of the state may justify; provided, that nothing 
herein contained shall be so construed as to authorize the legislature to 
levy in any one year a greater rate of state taxation for all purposes, 
including schools, than sixty-five cents on each one hundred dollars' worth 
of taxable property; and provided further, that nothing herein contained 
shall prevent the legislature from first providing for the payment of the 
bonded indebtedness of the state and interest thereon out of all the 
revenue of the state (Constitution of 1901, Section 260). 

 
 Amendment 111 amended Section 260 in a similar manner to remove the term 
“public schools.”  However, this Section takes the issue even further by removing all 
earmarking of taxes, both state and local, from public school  purposes to simply for 
education: 
 

The income arising from the sixteenth section trust fund, the surplus 
revenue fund, until it is called for by the United States government, and the 
funds enumerated in sections 257 and 258 of this Constitution, together with 
a special annual tax of thirty cents on each one hundred dollars of taxable 
property in this state, which the legislature shall levy, shall be applied to the 
support and furtherance of education, and it shall be the duty of the 
legislature to increase the educational fund from time to time as the 
necessity therefor and the condition of the treasury and the resources of the 
state may justify; provided, that nothing herein contained shall be so 
construed as to authorize the legislature to levy in any one year a greater 
rate of state taxation for all purposes, including schools, than sixty-five cents 
on each one hundred dollars' worth of taxable property; and provided further, 
that nothing herein contained shall prevent the legislature from first providing 
for the payment of the bonded indebtedness of the state and interest 
thereon out of all the revenue of the state. 
 

Except as they may be specifically set aside in trust funds or 
otherwise applied to the payment of indebtedness, all proceeds of income or 
other taxes levied by the state, and of all special ad valorem or other taxes 
levied by counties and other municipalities, or school districts, pursuant to 
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the Constitution as heretofore amended, for public school purposes, shall 
be applied to the support and furtherance of education pursuant to section 
256 of the Constitution, as amended (Constitution of 1901, Section 260 as 
Amended by Amendment 111). 

 
 A key provision in this paragraph is that the definition of education is contingent 
upon the language in Section 256 which was also amended by Amendment 111. 
 
Section 269 – Local Countywide Ad Valorem Tax for Schools 
 
 The Constitution of 1901 provided by the levy and collection of a local 
countywide ad valorem tax for public schools: 
 

The several counties in this state shall have power to levy and 
collect a special tax not exceeding ten cents on each one hundred dollars 
of taxable property in such counties, for the support of public schools; 
provided, that the rate of such tax, the time it is to continue, and the 
purpose thereof, shall have been first submitted to a vote of the qualified 
electors of the county, and voted for by three-fifths of those voting at such 
election; but the rate of such special tax shall not increase the rate of 
taxation, state and county combined, in any one year, to more than one 
dollar and twenty-five cents on each one hundred dollars of taxable 
property; excluding, however, all special county taxes for public buildings, 
roads, bridges, and the payment of debts existing at the ratification of the 
Constitution of eighteen hundred and seventy-five. The funds arising from 
such special school tax shall be so apportioned and paid through the 
proper school officials to the several schools in the townships and districts 
in the county that the school terms of the respective schools shall be 
extended by such supplement as nearly the same length of time as 
practicable; provided, that this section shall not apply to the cities of 
Decatur, New Decatur, and Cullman (Constitution of 1901, Section 269). 

 
 In order to make this Section of the Constitution follow the lead from public 
schools to education, Amendment 111 revised this Section as well: 
 

The several counties in this state shall have power to levy and collect 
a special tax not exceeding ten cents on each one hundred dollars of 
taxable property in such counties, for the support and furtherance of 
education in such manner as may be authorized by the legislature; 
provided, that the rate of such tax, the time it is to continue, and the purpose 
thereof, shall have been first submitted to a vote of the qualified electors of 
the county, and voted for by three-fifths of those voting at such election; but 
the rate of such special tax shall not increase the rate of taxation, state and 
county combined, in any one year, to more than one dollar and twenty-five 
cents on each one hundred dollars of taxable property; excluding, however, 
all special county taxes for public buildings, roads, bridges, and the payment 
of debts existing at the ratification of the Constitution of eighteen hundred 
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and seventy-five (Constitution of 1901, Section 269 as Amended by 
Amendment 111). 

 
The obvious intent of this change is make the countywide ad valorem tax available for 
non-public school purposes.   
 
Section 270 – Mobile County 
 
 The unique constitutional status granted the Mobile County Public Schools is 
presented in Section 270 which follows: 
 

The provisions of this article and of any act of the legislature passed 
in pursuance thereof to establish, organize, and maintain a system of public 
schools throughout the state, shall apply to Mobile county only so far as to 
authorize and require the authorities designated by law to draw the portions 
of the funds to which said county shall be entitled for school purposes and to 
make reports to the superintendent of education as may be prescribed by 
law; and all special incomes and powers of taxation as now authorized by 
law for the benefit of public schools in said county shall remain undisturbed 
until otherwise provided by the legislature; provided, that separate schools 
for each race shall always be maintained by said school authorities 
(Constitution of 1901, Section 270). 

 
Special consideration in Amendment 111 was necessary for Mobile County as well to 
grant the authority therein to expend county funds only for other than public schools as 
well as to remove the segregation forever language: 
 

The provisions of this article and of any act of the legislature 
passed in pursuance thereof for educational purposes, shall apply to 
Mobile county only so far as to authorize and require the authorities 
designated by law to draw the portions of the funds to which said county 
shall be entitled for school purposes and to make reports to the 
superintendent of education as may be prescribed by law; and all special 
incomes and powers of taxation as now authorized by law for the benefit 
of public schools in said county shall remain undisturbed until otherwise 
provided by the legislature (Constitution of 1901, Section 270, as 
Amended by Amendment 111). 

 
 The voters of the state approved this proposed amendment on August 28, 1956, as 
Amendment 111. 
 

CONSTITUTIONALITY OF AMENDMENT 111 CHALLENGED IN COURT:   
THE EQUITY FUNDING LAWSUIT 

 
 In the long legal battle fought in federal courts as the State of Alabama attempted to 
delay the inevitability of integration, many state laws that implemented the intent of 
Amendment 111 were struck down.  However, no legal challenge was brought against 
    
  21        
     



Alabama Public School Finance Reference 
Introduction - Legal Foundations 
 
 
Amendment 111.  The plaintiffs in Ace v. Hunt (1990) and Harper v. Hunt (1991) petitioned 
the Montgomery Circuit Court to declare the new Section 256 introduced by Amendment 
111 unconstitutional, and that the original language of Section 256 be declared in force.   
 
 If this could be accomplished, a constitutional guarantee for the rights of students to 
an adequate and equitable free public education could be sought.  On August 13, 1991, 
Circuit Judge Eugene Reese ordered that Section 256 of Amendment 111 was "void ab 
initio and in its entirety under the Equal Protection Clause of the Fourteenth Amendment to 
the United States Constitution" (Order of August 13, 1991, p. 2).   
 
Restoration of Section 256 Order, August 13, 1991 
 
 The racial intent of the Amendment had been clearly demonstrated to the Court 
and to the state defendants.  The reinstatement of the constitutional mandate for public 
education could later lead to Judge Gene Reese declaring "that education is a 
fundamental right under the Alabama Constitution" (Order of March 31, 1993, p. 105).  The 
importance of education’s classification as a state function in Alabama would lead to other 
developments affecting the operation of schools.  While the Opinions written by Judge 
Reese were contested by Governor Fob James who assumed Office in 1996, the question 
of education being a state function would be fully accepted by the State Attorney General 
and play a key role in the financial and accountability laws passed by the Legislature in 
1995. 
  
 The language of Section 256 that was restored by Judge Reese’s Order follows in 
his Order of August 13, 1991: 
 

It is further ORDERED. ADJUDGED, and DECREED that  
 
1.  Amendment 111, Section 256 of the Alabama Constitution is 

declared and hereby is void ab initio and in its entirety under the Equal 
Protection Clause of the Fourteenth Amendment to the United States 
Constitution. 

 
2.  The mandate of Section 256 of the Alabama Constitution of 

1901 is declared, and hereby is, in effect to the extent that it provides:  
“The Legislature shall establish, organize, and maintain a liberal 
system of public schools throughout the state for the benefit of the 
children thereof between the ages of seven and twenty-one years.”  
The second and third sentences of Section 256 of the Alabama 
Constitution of 1901 are declared to be without force or effect under the 
Equal Protection Clause of the Fourteenth Amendment to the United 
States Constitution (the Circuit Court for Montgomery County, Alabama, 
August 13, 1991). 

 
It is important to note that this Order only affected the portion of Amendment 111 
amending Section 256.  With this order in place, the Court could address what 
constitutional guarantees were provided by Section 256. 
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Liability Order, March 31, 1993 

 Despite the arguments of the defendant in this case, Governor Guy Hunt, that this 
litigation was an unnecessary intrusion of the judiciary into executive and legislative 
matters, and that the issue of funding should not be decided by a judge, Judge Reese 
concluded that the judiciary did have the ultimate power in this regard: 
 
 Judge Reese ruled for the plaintiffs on all constitutional claims.  He concluded the 
following:   

Section 256 Does Convey a Constitutional Right 
 

This Court will not presume that the legislature and the people 
ratifying Amendment 111 did a futile act; clearly, they believed, and this 
court agrees, that § 256 guaranteed Alabama schoolchildren a constitutional 
right to an education--a guarantee which is now in effect (Order of March 31, 
1993, p. 83). 

 
 Right to Equal Educational Opportunity 
 

Accordingly, the Court holds that Alabama's present system of public 
schools violates the constitutional right of plaintiffs to equal educational 
opportunity as guaranteed by Ala. Const., art. XIV, § 256 (Order of March 
31, 1993, p. 91). 

 
Right to Adequate Educational Opportunity 

 
  The Court, after careful consideration of the text, history, and purpose 

of § 256, and the expert evidence and the record in this case, concludes that 
§ 256's mandate of a "liberal system of public schools" dictates certain 
standards of adequacy for Alabama schools, as set forth in the Court's order 
(Order of March 31, 1993, p. 100). 

 
 Equal Protection 
 

In any event, this Court holds that the Alabama system of public 
schools fails to provide plaintiffs the equal protection of the laws under any 
standard of equal protection review.  For the reasons set out below, the 
Court holds that plaintiffs are entitled to strict scrutiny of the differential 
treatment at issue here.  The Court also reviews the challenged inequalities 
under the more deferential standard of mere rationality.  In each instance, 
the result is the same:  the present system of public schools in Alabama 
cannot survive equal protection scrutiny (Order of March 31, 1993, pp. 102-
103). 

 
Accordingly, the Court holds that no matter what standard of equal 

protection review is employed, the present system of public schools in 
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Alabama violates the constitution of Alabama Article I, §§ 1, 6, and 22 (Order 
of March 31, 1993, p. 112). 

 
 Due Process 
 

Plaintiffs have established that many Alabama schoolchildren are 
deprived of their state law entitlement to public education arbitrarily and 
without any constitutionally sufficient justification in violation of due process 
(Order of March 31, 1993, p. 115). 

 
 Special Education Claims 
 

(1) that children with disabilities are deprived of their statutory right 
under Ala. Code §§ 16-39-3 and 16-39A-2 to an appropriate education and 
special services, and (2) that the Alabama system of funding for special 
education is irrational and violates the due process clause of the Alabama 
constitution (Order of March 31, 1993, p. 115). 

 
Without appeal, this Liability Order was certified as final. 
 
Remedy Order of August 22, 1993 
 
 Judge Reese issued the Remedy Order on August 22, 1993.   

 
The system of public education in the State of Alabama shall be 

funded sufficiently to enable all public schools to fully achieve Constitutional 
and statutory standards of educational equity and adequacy, including all 
components of this court order (Order of August 22, 1993, p. 17). 

 
 A Remedy Plan would involve three aspects of Alabama's school funding system 
which are listed in order of priority.  The first is equity, the fundamental basis of the lawsuit.  
The second is adequacy: by no measure are funds currently adequate to implement 
statutes and regulations in place or to meet regional or state funding standards. The third 
is the new programs which are required to be funded by the Order.  All issues ultimately 
revolve around equity, which should mean adequately funded programs for all.  
 
 Judge Reese later withdrew from sitting on the Equity Funding case after his 
impartiality was challenged and the case was assigned to Judge Sally Greenhaw.  She 
certified his Order on Remedy, but struck down a section of the plan.  However she did 
certify the Remedy Order as final on October 6, 1995. 
 
 But a door had been opened for an appeal to the Supreme Court championed by 
Governor Fob James who asks the Supreme Court to require Montgomery County 
Circuit Judge Gene Reese to revise the liability and remedy orders on the grounds that 
the orders breached the constitutional guarantee of separation of powers.  James 
alleges the orders dictate in minute detail the actions the governor, the state Legislature 
and the state Board of Education should take. 
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 The Supreme Court ruled in January of 1997 that the judiciary did have the duty to 
review the constitutionality of legislation and upheld the Liability Order.  In reviewing the 
Remedy Plan approved by the Reese/Greenhaw Court, the Supreme Court found that the 
legislature should be given ample time to create a remedy of its own and delayed.  A 
further order of the Supreme Court on December 3 of 1997 affirmed the Liability Order and 
vacated the Remedy Order. 
 

 Accordingly, the opinion vacated the trial court's remedy plan and directed the 
Legislature to formulate a constitutional education system within one year.  > Id. at 
882.   Almost a year later, on rehearing, a majority of the Court modified that opinion to 
allow the Legislature an undefined and open-ended "reasonable time" within which to 
formulate such an education system, and the case was remanded to the trial court, 
which would retain jurisdiction.  > Id. at 935. 
 
Supreme Court Dismisses Liability and Remedy Orders, May 31, 2002 
 
 A further action occurred in the Equity Funding Case in 2001 when the Education 
Trust Fund was about to go into proration and issues of what could be prorated given the 
constitutional protections of elementary/secondary education provided by Judge Reese’s 
Liability Order.  The Alabama Association of School Boards, the Alabama Coalition for 
Equity, the Alabama Disabilities Advocacy Program, and the Alabama Civil Liberties Union 
filed suit in Judge Greenhaw’s Court with the claim that funding for the public schools of 
the state should be exempt from proration given the constitutional status previously 
described.  Later this claim was amended to only request such exclusion from proration for 
the salaries paid to teachers from the Education Trust Fund.  Judge Greenhaw ruled that 
such exclusion from proration was justified and ordered the State not to apply proration to 
salaries paid teachers, a position supported by the State Attorney General. 
 
 This ruling was appealed to the State Supreme Court by the boards of trustees of 
the senior institutions of higher education in the state claiming, among other things, of the 
inestimable financial harm which would be done to them by not applying proration across 
the board to Education Trust Fund appropriations.  The Supreme Court took this 
opportunity not only to reverse the ruling of Judge Greenhaw, but to review the entire 
matter of the Equity Funding Case.  The Supreme Court concluded upon such review that 
the entire Equity Funding Case should be dismissed because further adjudication in the 
case would violate the state’s constitutionally mandated separation of powers among the 
branches of government.   
 

Accordingly, compelled by the authorities discussed above--
primarily by our duty under § 43 of the Alabama Constitution of 1901--we 
complete our judicially prudent retreat from this province of the legislative 
branch in order that we may remain obedient to the command of the 
people of the State of Alabama that we "never exercise the legislative and 
executive powers, or either of them; to the end that it may be a 
government of laws and not of men."  (174 Ed. Law Rep. 487) 
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The court’s 7-1 decision ended the case with the dismissal of the Remedy Order but did 
not address the Liability Order to nullify or affirm.  The court further noted that the state 
constitution does not have an equal protection provision since a 1999 Supreme Court 
decision holding that such a provision did not exist.   
 

Amendment 582 – Courts Cannot Order Expenditures 
 
 After the Liability and Remedy Orders in the Equity Funding lawsuit, Governor 
Fob James in the first Regular Session of the Legislature of his second term of office in 
1995, supported amending the constitution to insure that no court could ever force 
increased expenditure of state funds (and thus perhaps increased taxation) without the 
approval of the legislature.  This proposal was approved as Amendment 582 and 
proclaimed ratified June 17, 1996.  This Amendment follows: 
 

No order of a state court, which requires disbursement of state funds, shall 
be binding on the state or any state official until the order has been 
approved by a simple majority of both houses of the Legislature. This 
amendment shall not apply to orders, judgments, or decrees requiring 
payment of compensation for the taking of property by eminent domain or 
arising out of challenges to taxation or to such other orders, judgments, or 
decrees as may be otherwise required by statute, or settled principles of 
Alabama common law as decided by the Alabama appellate courts, not 
inconsistent with other provisions of this Constitution. Nothing herein shall 
be construed to preclude a court from making findings of fact or 
conclusions of law and orders relating thereto, that standards required by 
the United States Constitution, the Constitution of Alabama of 1901, laws 
of this state or of the United States, or rules or regulations promulgated 
pursuant thereto, are not being met, and from ordering the responsible 
entity or entities to comply with such standards (Constitution of 1901, 
Amendment 582). 

 
EQUITY FUNDING CASE USED TO VALIDATE ACCOUNTABILITY 

 
Opinion of State Attorney General, 1996 
 
 State Attorney General Jeff Sessions issued an Opinion in April of 1996, in a letter 
to State Superintendent of Education Dr. Ed Richardson, in which the restored status of 
Section 256 by Judge Gene Reese was acknowledged and affirmed.  Selected statements 
from this Opinion follow: 
 
  The Alabama Constitution authorizes the Legislature to establish, 

organize, and maintain a liberal system of public schools throughout the 
State for the benefit of the children therein. 

 
  The State Board of Education is vested with the general supervision 

of the public schools in Alabama and has been given authority by the 

    
  26        
     



Alabama Public School Finance Reference 
Introduction - Legal Foundations 
 
 

Legislature to act in furtherance of its general constitutional responsibility 
(Opinion, p. 4). 

 
  Local boards of education perform a state function at a local level and 

function as an arm of the State.   Belcher v. Jefferson County Board of 
Education, 474, So. 2d 1063 ((Ala. 1985)(Opinion, p. 5.) 

 
  City and county boards of education execute a constitutionally 

mandated state function, that being the education of its citizenry.  (Hutt v. 
Etowah County Board of Education, 454, So. 2d 973 Ala. 1984).  Although 
the Legislature has granted city and county boards of education certain 
responsibility and authority over the daily administration of public education 
in their respective jurisdictions, it has neither delegated nor transferred the 
State's responsibility for public education exclusively to them (Opinion, p. 5). 

 
 The importance of this Opinion is found in the control and authority, which the state 
has retained and which may exercise over local boards of education.  Without this 
standing, a legitimate question would be raised regarding the authority, which the 
Legislature and the State Board of Education would have to exercise over local boards of 
education in terms of accountability and state intervention.  The concept of local control 
and local authority is severely limited in the State of Alabama. 
 

Opinions of the Court as Precedents 
 
 This Opinion of the Attorney General certainly represents no new construct of law.  
Courts in Alabama have long since ruled on the way the public school system of the state 
is to be operated.  A ruling in 1887 declared that "...the system of public schools, 
commanded to be established, organized, and maintained, was intended to operate upon, 
and in favor of, all the children equally, without special local privileges to any (Schultes v. 
Eberly, 82 Ala. 242, 2 So. 345).” 
 
 A year later in 1888 another court ruling defined the common nature of the public 
schools: 
 
  The principle of free elementary education is not of modern origin.  

Public schools were established for the education of the children of the 
community, in States, which have long since perished; and in some 
European States, systems of popular education were created at an early 
period.  In New England, common schools originated more than two 
centuries ago, and, with the spread of popular enlightenment, and the 
increase of material prosperity, have received in this country their most 
enlarged development; until a system of public schools has been 
established in every State of the Union, varying in details, but all preserving 
the leading feature and distinguishing characteristic--the extension of the 
opportunities and benefits of popular education to all the children of school 
age in the state. Elsberry v. Seay, 83 Ala. 614, 3 So. 804  
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 The Court continued: 
  
  "The diffusion of knowledge of free government, and . . . the 

extension of the opportunities and advantages of education throughout the 
various parts of the State." is essential  

  
  The constitutional system of common schools must extend 

throughout the State, and must afford equal benefit to all the children thereof 
within the specified years (Elsberry v. Seay, 83 Ala. 614, 3 So. 806). 

  
 More recently in 1931, the Court reached a similar conclusion: 
  
  The constitution requires ‘a liberal system of public schools.’  This 

means that the schools shall be liberally maintained, and that they should be 
open to common and general use.  But details of management  . . . should 
be left to the school trustees in charge.  (Vincent v. County Board of 
Education of Talladega County, 222 Ala. 216, 131 So. 893 (Ala. 1931). 

 
Local Accountability and State Intervention, 1995 

 
 The Education Accountability Plan approved by the Legislature in the 1995 Regular 
Session specifically authorized the State Board of Education to develop an assistance 
plan for schools and school systems when either academic or financial standards were not 
being met.  The definition of these standards is a responsibility granted by the Legislature 
to the State Board of Education.  In addition, the State Board of Education was authorized 
to direct state intervention into the daily operations of a local school system should it fail to 
demonstrate appropriate academic or financial improvement (Act 95-313, 1995 Regular 
Session).   
 
 The Opinion of the Attorney General validated the powers of the State Board of 
Education to intervene in the operation of local boards of education due to the status of 
public education as a state function: 
 
  By passing the Education Accountability Plan, the Legislature has 

empowered the State Board of Education to assume the primary 
responsibility for execution of the State function of providing public education 
when a city or county board of education fails in its responsibility to 
satisfactorily provide it (Opinion, p. 6). 

 
Financial Accountability Mandated, 1995 
 
 Perhaps such authority was already present prior to the passage of the Education 
Accountability Plan.  Without question, this Plan further directed public attention to the 
powers and responsibilities of the State Board of Education: 
 
  The State Board of Education is directed to require, approve and 

audit budgets, financial statements, and other reports, which may be 
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deemed necessary to assess the financial stability of each local board of 
education (Code of Alabama 1975, Section 16-6B-4).  

 
If a review of the budget of a local board of education reveals an 

unsound financial condition, the State Department of Education is 
empowered to put that local board on Alert and Assistance Status and 
provide financial assistance to satisfactorily revise that budget.  Should that 
local board persist in its failure to submit a satisfactory budget, which 
represents a sound financial condition, the State Superintendent will appoint 
a day-to-day financial manager to act in an advisory capacity to the local 
board of education--Continuous Assistance Status.  If after a reasonable 
period of time, the State Superintendent notes that the local board remains 
in an unsound financial situation even with on-site continuous advice, the 
State Superintendent will appoint a chief financial officer to exercise direct 
control of the fiscal operation of the local board.  This control shall be by a 
chief financial officer in Intervention Status who will have the right of 
approval of every action affecting the expenditure of funds.  This chief 
financial officer shall be bonded and shall operate without the approval of the 
local superintendent.  In addition, the State Superintendent shall have the 
authority to review all financial decisions made by the chief financial officer 
and the local board (Code of Alabama 1975, Section 16-6B-4).  

 
 However the reality is that this new Code Section approved in 1995 offers no new 
powers to the State Superintendent, which had not been present since the first school 
code of 1927: 
 
  The State Superintendent of Education, under rules and regulations 

promulgated by the State Board of Education, shall have the authority to 
review actions and orders of county and city boards of education, and of 
county superintendents of education and city superintendents of schools in 
matters relating to finance and other matters seriously affecting the 
education interest.  Upon such review the State Superintendent of Education 
shall have the power to determine from the facts the just and proper 
disposition of the matter.  The order to the state superintendent shall be 
binding (Code of Alabama 1975, Section 16-4-8). 

 
Irrespective of when such authority actually was cited by the Legislature by statute, such 
authority was always inherent in the statewide system of public schools.  The Constitution 
of 1901 made it clear that their operation was a state function. 
 

Amendment 2, November 2, 2004 
 
 The Alabama Citizens for Constitutional Reform reported recommended changes in 
the Constitution of 1901 to delete racist language commonly referred to as Jim Crow 
Laws. This term refers to a series of laws passed by the respective states of the South in 
order to limit the rights of African Americans.  Although this language which still exists in 
the Constitution of 1901 (whether amended and replaced or declared unconstitutional by 
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the courts) has no effect today, it was deemed prudent and necessary to delete this racist 
language. 
 
 The proposed amendment repeals Section 259, and Amendments 90 and 109 
relating to the poll tax.  The proposed amendment also amends original Section 256 and 
deletes one sentence and amends Section 256 as Amended by Amendment 111 to delete 
an entire paragraph.  The issue of what really is Section 256 today has been clouded by 
Judge Reese’s Order declaring the Amendment 111 version of 256 as unconstitutional 
and the restoration of only the first sentence of the original Section 256.  Since Judge 
Reese’s Order was not confirmed by a court of last resort, it is considered as binding only 
upon those actual parties to the Equity Funding Case.  A consideration is that this 
amendment revalidates two different versions of Section 256 at the same time without 
delineation of which is the operative versions.  Further legal consideration will undoubtedly 
be necessary.  
 

FEDERAL FUNDING AND STATE RESPONSIBILITY 
 
 While public education is a state responsibility, Article I, Section 8, of the 
Constitution of the United States provides Congress the authority to tax and to "... provide 
for the common defense and general welfare of the United States."  Decisions of the 
United States Supreme Court have held that public education is within the purview of the 
general welfare doctrine and have allowed Congress to pass numerous laws and funding 
by categorical aid for the public school systems of the respective states.  The Constitution 
of the United States supersedes state constitutions and statutes.  Federal law must be 
obeyed by the states and local school systems.  Public education is a federal concern of a 
state responsibility for local operation.  Where provisions of accountability are involved, 
federal law supercedes state law (ASBO International, p. 4).  Federal funding now 
provides a significant source for financing educational activities in the states. 
 
 State education agencies such as the Alabama State Department of Education 
began to grow rapidly after the 1950s, initially as a response to federal legislation including 
the National Defense Education Act of 1958 and under Title V of the Elementary and 
Secondary Education Act of 1965.  State education agencies oversee the distribution of 
large sums of state and federal funds to local boards of education.  The Act of 1965 also 
directed federal funds to strengthen the capacity of state education agencies. 
 
 State education agencies are allowed to keep a portion of the funding they receive 
from federal sources to support the activities of the agency.  These activities are generally 
regulatory in nature such as monitoring and reporting on the use of funds by local school 
systems.  Technical assistance and training is also provided by the state education agency 
to local school systems.  Across the states, there is a wide variation in the amount 
retained.  For example, in 1993 Alabama retained 6.53% of total federal and state funding 
at the state level, ranking fourth in the nation.  Of this amount, federal funding constituted 
68.87% ranking Alabama third in the nation. (General Accounting Office, pp. 2-3) 
 
 When reviewing the sources of funds for operating public elementary and 
secondary schools, Alabama has traditionally ranked high in the percent of the operating 
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budget derived from federal sources.  For FY 1995-96, Alabama derived 9.5% of the 
revenues for local schools from federal sources.  This percentage ranked Alabama ninth in 
the nation (NEA, p. 47).  With awareness that federal funding guidelines do override state 
responsibility, Alabama could ill afford to forego federal funding. 

 
San Antonio v. Rodriguez – Education Not U.S. Fundamental Right 

 
 As previously discussed, education is not explicitly or implicitly mentioned in the 
U.S. Constitution.  For this reason, the United State Supreme Court in the case of San 
Antonio v. Rodriguez, held that education is not a “fundamental right” under the 
Constitution of the United States and therefore not eligible for review by the Court.  In a 
divided opinion, 5-4, the Court held that the equal protection clause of the Fourteenth 
Amendment does not apply to a state’s public school system nor require equal funding for 
schools in rich and poor districts.   
 
 This decision foreclosed the possibility of using federal courts to redress inequity in 
a state’s system of school finance.  The Court ruled that state and local control of 
education is a facet of American tradition and the principle of federalism.  As such, the 
majority of the Court held that local control is a rationally related state objective.  However, 
the dissent of Justice Marshall found that the concern with local control was an excuse for 
intra state inequity, rather than a justification.  With litigation foreclosed at the federal level, 
local school systems of the respective would seek financial relief in state courts for a state 
function (Moran, pp 34-35.). 
 

GOVERNANCE OF PUBLIC EDUCATION IN ALABAMA 
 
 The State Board of Education first was created in the Constitution of 1868 and was 
not continued in the Constitutions of 1875 and 1901.  The position of State Superintendent 
of Education, which had been first created in the Public School Act of 1854, also first 
appeared in the Constitution of 1868.  These elected officials were given tremendous 
power in the operation of the common schools of the state, including governance of the 
institutions of higher education. 
 
State Board of Education Created, 1868 
 

Section 1.  The common schools, and other educational institutions of the 
State, shall be under the management of a Board of Education, consisting of 
a Superintendent of Public Instruction and two members from each 
Congressional District. 
 
 The Governor of the State shall be ex officio member of the Board, 
but shall have no vote in its proceedings. 
 
Section 2. The Superintendent of Public Instruction shall be President of 
the Board of Education, and have the casting vote in case of a tie; he shall 
have the supervision of the public schools of the State, and perform such 
other duties as may be imposed upon him by the Board and the laws of 
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the State. He shall be elected in the same manner and for the same term 
as the Governor of the State, and receive such salary as may be fixed by 
law. An office shall be assigned him in the capitol of the State. 
 
Section 3. The members of the Board shall hold office for a term of four 
years, and until their successors shall be elected and qualified. After the 
first election under the Constitution, the Board shall be divided into two 
equal classes, so that each class shall consist of one member from each 
District. The seats of the first class shall be vacated at the expiration of 
two years from the day of election, so that one-half may be chosen 
biennially. 
 
Section 4. The members of the Board of Education, except the 
Superintendent, shall be elected by the qualified electors of the 
Congressional Districts in which they are chosen, at the same time and in 
the same manner as the members of Congress. 
 
Section 5. The Board of Education shall exercise full legislative powers in 
reference to the public educational institutions of the State, and its acts, 
when approved by the Governor, or when re enacted by two-thirds of the 
Board, in case of his disapproval, shall have the force and effect of law, 
unless repealed by the General Assembly. 
 
Section 6. It shall be the duty of the Board to establish, throughout the 
State, in each township, or other school district which it may created, one 
or more schools at which all the children of the State, between the ages of 
five and twenty-one years, may attend free of charge. 
 
Section 7. No rule or law affecting the general interest of education shall 
be made by the Board without the concurrence of a majority of its 
members. The style of all acts of the Board shall be, "Be it enacted by the 
Board of Education of the State of Alabama." 
 
Section 8. The Board of Education shall be a body politic and corporate, 
by the name and style of the Board of Education of the State of Alabama. 
Said Board shall also be a Board of Regents of the State University, and 
when sitting as a Board of Regents of the University, shall have power to 
appoint the President and the Faculties thereof. 
 
The President of the University shall be ex officio a member of the board 
of Regents, but shall have no vote in its proceedings. 
 
Section 9. The Board of Education shall meet annually at the seat of 
government at the same time as the General Assembly, but no session 
shall continue longer than twenty days, nor shall more than one session 
be held in the same year, unless authorized by the Governor. The 
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members shall receive the same mileage and daily pay as the members of 
the General Assembly  (Constitution of 1868, Article XI). 
 

 Given the broad powers granted the state board of education, it is not surprising 
that the return of the state to conservative democratic control in 1868 abolished the board.  
However, the position of state superintendent of education continued as an elected 
constitutional office. 
 
State Superintendent of Education, 1875 
 

Sec. 7.   The supervision of the public schools shall be vested in a 
superintendent of education, whose powers, duties, term of office, and 
compensation shall be fixed by law.  The superintendent of education shall 
be elected by the qualified voters of the state in such manner, and at such 
time, as shall be provided by law (Constitution of 1875, Article XIII). 
 

 This position was also continued in the Constitution of 1901 again without the 
creation of a state board of education: 

State Superintendent of Education, 1901 

 The supervision of the public schools shall be vested in a 
superintendent of education, whose powers, duties, and compensation 
shall be fixed by law (Constitution of 1901, Section 262). 

State Board of Education Statutory Status, 1919 
 

The Constitution furthermore provided that the superintendent of education would 
be elected and hold public office in the same manner as the Office of Governor (Sections 
114, 116, 118, 132, and 173).   By 1919, the efforts of the Progressive Education 
Movement in the United States and in Alabama led to the conclusion that public education 
would be better coordinated and supervised by a re-created state board of education.  
Legislation to this end was approved in 1919 with the governor as chairman, the state 
superintendent as executive officer and secretary, and six other members appointed by 
the governor and approved by the state senate.  The state board of education was given 
control over all institutions of higher education except the university, the polytechnic 
institute, and the college for women (Meadows, 1968, pp. 8-9). 
 
State Board of Education Constitutional Status, 1969 
 
 This remained the status of the board until the major education reform efforts of 
1969 when it was again given constitutional status.  Amendment 284, proclaimed 
ratified December 1969, excluded the office of superintendent from the executive 
department of state government and provided for the election of the state board of 
education.  Additionally, the board was given the authority to determine the duties of the 
state superintendent of education as follows: 
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1.   General supervision of the public schools in Alabama shall be vested 
in a state board of education, which shall be elected in such manner as 
the legislature may provide. 

2.   The chief state school officer shall be the state superintendent of 
education, who shall be appointed by the state board of education and 
serve at its pleasure. The authority and duties of the superintendent of 
education shall be determined by the state board of education according 
to such regulations as the legislature may prescribe. The superintendent 
of education shall receive an annual salary, which shall be fixed by the 
legislature of Alabama and shall be paid from the state treasury in 
installments as the salaries of other state officers are paid. 

3.  The legislature shall enact appropriate laws to implement or enforce 
this article of amendment. 

4.  The provisions of article V and XIV of the Constitution of Alabama as 
amended in conflict with this article are expressly repealed. However, this 
amendment shall not be so construed as to effect the election or term of 
the state superintendent of education chosen before it becomes valid as a 
part of the Constitution (Constitution of 1901, Amendment 284). 

 
 The legislature in 1969 provided for the selection of the State Board of 
Education.  It provided that the Board would be composed of the Governor as an ex 
officio member and eight members elected by the qualified electors of each 
congressional district of the state.  Furthermore, the terms of the members were 
staggered with one-half of the members to face re-election every two years (Code of 
Alabama 1975, Section 16-13-1).  The Governor shall be the president of each State 
Board of Education with a vice-president elected annually from its members.  The State 
Superintendent of Education is the secretary and executive officer of the Board (Code of 
Alabama 1975, Section 16-13-2).  The only qualification for election is that a member be 
a qualified elector in the district, which he or she represents.  The disqualifiers for 
election include employment by the board and being engaged as a professional 
educator within five years next preceding the date of the election.  However, this second 
disqualifier was declared unconstitutional (Code of Alabama 1975, Section 16-13-3). 
 

The general powers of the State Board of Education and the State 
Superintendent of Education are codified as follows: 

 The State Board of Education shall exercise, through the State 
Superintendent of Education and his professional assistants, general 
control and supervision over the public schools of the state, except 
institutions of higher learning which by law are under the general 
supervision and control of a board of trustees, and shall consult with and 
advise through its executive officer and his professional assistants, county 
boards of education, city and town boards of education, superintendents 
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of schools, school trustees, attendance officers, principals, teachers, 
supervisors and interested citizens, and shall seek in every way to direct 
and develop public sentiment in support of public education (Code of 
Alabama, 1975, Section 16-3-11). 

 The State Superintendent of Education, who is appointed by the state board and 
who serves at the pleasure of the state board, is the chief state school officer.  The 
authority and duties of the state superintendent of education are determined by the 
state board of education subject to laws prescribed by the legislature. The State 
Superintendent of Education in Alabama has extraordinary powers as seen in Table 1-1 
which follows: 
 
 The State Board of Education through the work of the State Superintendent 
administers the operation of the county and city school systems of the state, which are 
provided for by statute.  The state has 67 county school systems and 64 city school 
systems.  Each of these local school systems is governed by local boards of education, 
which are also provided for by statute.  Board members of all county boards of 
education are elected.  Fifteen city boards of education have legislation providing for 
elected board members (Birmingham City, 2002 being the latest), and the remaining 46 
are appointed as provided for by general statute.  
 

 Local superintendents for counties are to be elected as provided for by general 
statute.  However, 27 county boards have local legislation that provides for the 
appointed of the superintendent.  The remaining 40 county boards default to the general 
statute to elect their superintendents.  
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Table 1-1 

  

Chancellor of 
Postsecondary 

Education

State 
Superintendent of 

Education
 Troy State 

University System
University of 

Alabama System

University of 
South Alabama

Auburn University 
System

 
Alabama Two 
Year College 

System

Local Boards of 
Education

University of North 
Alabama

University of West 
Alabama

  Alabama A & M 
University

Alabama State 
University

Presidents of Two 
Year Schools

Local 
Superintendents 

of Education

University of 
Montevallo

Jacksonville State 
University

Constitution of Alabama

EDUCATION POLICYMAKERS IN ALABAMA

State Board of Education

Governor Legislature

University Boards of Trustees

 
 
 

According to Amendment 670 proclaimed ratified December 13, 2000, the State 
superintendent of education serving at time of this amendment shall serve until 
leaving office; thereafter replaced by one at-large member. 

 
Fiscal Year and Scholastic Year 

 
 The State of Alabama has adopted for its state fiscal year for all appropriations 
the period from October 1 to September 30.   
 

§16-13-1.  Fiscal year. 
 
The fiscal year of every board of education shall begin October 1 and end 
September 30 (Code of Alabama 1975, Section 16-13-1). 
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 However, the State of Alabama has chosen to define an alternative period for the 
operations of public schools: 

§ Section 16-1-1.  Definitions. 

 For purposes of this title, the following words and phrases shall 
have the meanings respectively ascribed to them by this section: 

(1) SCHOLASTIC DAY.   Shall not be less than six hours of actual 
teaching, exclusive of all recesses or intermission periods unless 
otherwise ordered by the county or city board of education. County and 
city boards of education and the Alabama Institute for Deaf and Blind shall 
be required to provide each teacher employed a minimum of 30 minutes of 
time free of instructional or supervisory responsibilities each teaching day. 
This provision shall not be interpreted to deprive any teacher of benefits 
exceeding the minimum requirements of this act. 

(2) SCHOLASTIC WEEK. Shall consist of five school days each week. 

(3) SCHOLASTIC MONTH. Shall constitute 20 school days. 

(4) SCHOLASTIC YEAR. Shall begin with the first day of July and end 
with the thirtieth day of June each year. 

(5) FISCAL YEAR. From October first to September thirtieth, inclusive 
(Code of Alabama 1975, Section 16-1-1). 

 This discrepancy of three months between the state fiscal year and the scholastic 
school year poses the perennial problem of matching state revenues with mandated 
state expenditures.  Historically, pay raise mandates have required the pay raise to 
begin with the scholastic year.   This required forward funding by local boards of 
education who begin the scholastic year July 1 for twelve month employees and August 
1 for most teachers as school begins.  Efforts to change the state fiscal year to begin 
July 1 have always been opposed by the administration and defeated to date.  
 

Appendices That Follow 
 

Legal Foundations of Public Education in Alabama 
 

Appendix 1-1  Comparison of Constitutional Provisions as Amended by 
Amendment 111 and proposed changes by Amendment 2, voted 
on November, 2004. 
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Education Article of Constitution of 1901 

1901 to Sept. 6, 1956 Sept. 6, 1956 to Present Proposed by Amendment 2 
 
SECTION 256 
The legislature shall establish, organize, and 
maintain a liberal system of public schools 
throughout the state for the benefit of the 
children thereof between the ages of seven 
and twenty-one years. The public school 
fund shall be apportioned to the several 
counties in proportion to the number of 
school children of school age therein, and 
shall be so apportioned to the schools in the 
districts or townships in the counties as to 
provide, as nearly as practicable, school 
terms of equal duration in such school 
districts or townships. Separate schools shall 
be provided for white and colored children, 
and no child of either race shall be permitted 
to attend a school of the other race. 

 
SECTION 256 
The legislature shall establish, organize, and 
maintain a liberal system of public schools 
throughout the state for the benefit of the 
children thereof between the ages of seven 
and twenty-one years. The public school 
fund shall be apportioned to the several 
counties in proportion to the number of 
school children of school age therein, and 
shall be so apportioned to the schools in the 
districts or townships in the counties as to 
provide, as nearly as practicable, school 
terms of equal duration in such school 
districts or townships. Separate schools shall 
be provided for white and colored children, 
and no child of either race shall be permitted 
to attend a school of the other race. 

 
SECTION 256 
The legislature shall establish, organize, and 
maintain a liberal system of public schools 
throughout the state for the benefit of the 
children thereof between the ages of seven 
and twenty-one years. The public school 
fund shall be apportioned to the several 
counties in proportion to the number of 
school children of school age therein, and 
shall be so apportioned to the schools in the 
districts or townships in the counties as to 
provide, as nearly as practicable, school 
terms of equal duration in such school 
districts or townships. Separate schools shall 
be provided for white and colored children, 
and no child of either race shall be permitted 
to attend a school of the other race. 

  
SECTION 256 
It is the policy of the state of Alabama to 
foster and promote the education of its 
citizens in a manner and extent consistent 
with its available resources, and the 
willingness and ability of the individual 
student, but nothing in this Constitution shall 
be construed as creating or recognizing any 
right to education or training at public 
expense, nor as limiting the authority and 
duty of the legislature, in furthering or 
providing for education, to require or impose 
conditions or procedures deemed necessary 
to the preservation of peace and order. 
 
The legislature may by law provide for or 
authorize the establishment and operation of 
schools by such persons, agencies or 
municipalities, at such places, and upon 
such conditions as it may prescribe, and for 
the grant or loan of public funds and the 
lease, sale or donation of real or personal 
property to or for the benefit of citizens of the 
state for educational purposes under such 
circumstances and upon such conditions as 
it shall prescribe. Real property owned by the 
state or any municipality shall not be donated 
for educational purposes except to nonprofit 
charitable or eleemosynary corporations or 
associations organized under the laws of the 
state. 
 
To avoid confusion and disorder and to 
promote effective and economical planning 
for education, the legislature may authorize 
the parents or guardians of minors, who 
desire that such minors shall attend schools 
provided for their own race, to make election 
to that end, such election to be effective for 
such period and to such extent as the 
legislature may provide 

 
SECTION 256 
It is the policy of the state of Alabama to 
foster and promote the education of its 
citizens in a manner and extent consistent 
with its available resources, and the 
willingness and ability of the individual 
student, but nothing in this Constitution shall 
be construed as creating or recognizing any 
right to education or training at public 
expense, nor as limiting the authority and 
duty of the legislature, in furthering or 
providing for education, to require or impose 
conditions or procedures deemed necessary 
to the preservation of peace and order. 
 
The legislature may by law provide for or 
authorize the establishment and operation of 
schools by such persons, agencies or 
municipalities, at such places, and upon 
such conditions as it may prescribe, and for 
the grant or loan of public funds and the 
lease, sale or donation of real or personal 
property to or for the benefit of citizens of the 
state for educational purposes under such 
circumstances and upon such conditions as 
it shall prescribe. Real property owned by the 
state or any municipality shall not be donated 
for educational purposes except to nonprofit 
charitable or eleemosynary corporations or 
associations organized under the laws of the 
state. 
 
To avoid confusion and disorder and to 
promote effective and economical planning 
for education, the legislature may authorize 
the parents or guardians of minors, who 
desire that such minors shall attend schools 
provided for their own race, to make election 
to that end, such election to be effective for 
such period and to such extent as the 
legislature may provide 
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Education Article of Constitution of 1901 

1901 to Sept. 6, 1956 Sept. 6, 1956 to Present Proposed by Amendment 2 
 
SECTION 257 
The principal of all funds arising from the 
sale or other disposition of lands or other 
property, which has been or may hereafter 
be granted or entrusted to this state or given 
by the United States for educational 
purposes shall be preserved inviolate and 
undiminished; and the income arising 
therefrom shall be faithfully applied to the 
specific object of the original grants or 
appropriations. 

 
SECTION 257 - UNCHANGED 
The principal of all funds arising from the 
sale or other disposition of lands or other 
property, which has been or may hereafter 
be granted or entrusted to this state or given 
by the United States for educational 
purposes shall be preserved inviolate and 
undiminished; and the income arising 
therefrom shall be faithfully applied to the 
specific object of the original grants or 
appropriations. 

 
SECTION 257 - UNCHANGED 
The principal of all funds arising from the 
sale or other disposition of lands or other 
property, which has been or may hereafter 
be granted or entrusted to this state or given 
by the United States for educational 
purposes shall be preserved inviolate and 
undiminished; and the income arising 
therefrom shall be faithfully applied to the 
specific object of the original grants or 
appropriations. 

 
SECTION 258 
All lands or other property given by 
individuals, or appropriated by the state for 
educational purposes, and all estates of 
deceased persons who die without leaving a 
will or heir, shall be faithfully applied to the 
maintenance of the public schools. 

 
SECTION 258 
All lands or other property given by 
individuals, or appropriated by the state for 
educational purposes, and all estates of 
deceased persons who die without leaving a 
will or heir, shall be faithfully applied to the 
maintenance of the public schools  used or 
applied to the furtherance of education. 

 
SECTION 258 - UNCHANGED 
All lands or other property given by 
individuals, or appropriated by the state for 
educational purposes, and all estates of 
deceased persons who die without leaving a 
will or heir, shall be used or applied to the 
furtherance of education. 

 
SECTION 259 
All poll taxes collected in this state shall be 
applied to the support of the public schools in 
the respective counties where collected. 
 

 
SECTION 259 
All poll taxes collected in this state shall be 
applied to the support of the public schools in 
the respective counties where collected and 
furtherance of education in the respective 
counties where collected.  
 

 
SECTION 259 - REPEALED 
All poll taxes collected in this state shall be 
applied to the support and furtherance of 
education in the respective counties where 
collected. 
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1901 to Sept. 6, 1956 Sept. 6, 1956 to Present Proposed by Amendment 2 

 
SECTION 260 
The income arising from the sixteenth 
section trust fund, the surplus revenue fund, 
until it is called for by the United States 
government, and the funds enumerated in 
sections 257 and 258 of this Constitution, 
together with a special annual tax of thirty 
cents on each one hundred dollars of taxable 
property in this state, which the legislature 
shall levy, shall be applied to the support and 
maintenance of the public schools, and it 
shall be the duty of the legislature to 
increase the public school fund from time to 
time as the necessity therefor and the 
condition of the treasury and the resources 
of the state may justify; provided, that 
nothing herein contained shall be so 
construed as to authorize the legislature to 
levy in any one year a greater rate of state 
taxation for all purposes, including schools, 
than sixty-five cents on each one hundred 
dollars' worth of taxable property; and 
provided further, that nothing herein 
contained shall prevent the legislature from 
first providing for the payment of the bonded 
indebtedness of the state and interest 
thereon out of all the revenue of the state. 
 

 
SECTION 260 
The income arising from the sixteenth 
section trust fund, the surplus revenue fund, 
until it is called for by the United States 
government, and the funds enumerated in 
sections 257 and 258 of this Constitution, 
together with a special annual tax of thirty 
cents on each one hundred dollars of taxable 
property in this state, which the legislature 
shall levy, shall be applied to the support and 
maintenance of the public schools  
furtherance of education, and it shall be the 
duty of the legislature to increase the 
educational fund from time to time as the 
necessity therefor and the condition of the 
treasury and the resources of the state may 
justify; provided, that nothing herein 
contained shall be so construed as to 
authorize the legislature to levy in any one 
year a greater rate of state taxation for all 
purposes, including schools, than sixty-five 
cents on each one hundred dollars' worth of 
taxable property; and provided further, that 
nothing herein contained shall prevent the 
legislature from first providing for the 
payment of the bonded indebtedness of the 
state and interest thereon out of all the 
revenue of the state. 
 
Except as they may be specifically set aside 
in trust funds or otherwise applied to the 
payment of indebtedness, all proceeds of 
income or other taxes levied by the state, 
and of all special ad valorem or other taxes 
levied by counties and other municipalities, 
or school districts, pursuant to the 
Constitution as heretofore amended, for 
public school purposes, shall be applied to 
the support and furtherance of education 
pursuant to section 256 of the Constitution, 
as amended.  

 
SECTION 260 - UNCHANGED 
The income arising from the sixteenth 
section trust fund, the surplus revenue fund, 
until it is called for by the United States 
government, and the funds enumerated in 
sections 257 and 258 of this Constitution, 
together with a special annual tax of thirty 
cents on each one hundred dollars of taxable 
property in this state, which the legislature 
shall levy, shall be applied to the support and 
furtherance of education, and it shall be the 
duty of the legislature to increase the 
educational fund from time to time as the 
necessity therefor and the condition of the 
treasury and the resources of the state may 
justify; provided, that nothing herein 
contained shall be so construed as to 
authorize the legislature to levy in any one 
year a greater rate of state taxation for all 
purposes, including schools, than sixty-five 
cents on each one hundred dollars' worth of 
taxable property; and provided further, that 
nothing herein contained shall prevent the 
legislature from first providing for the 
payment of the bonded indebtedness of the 
state and interest thereon out of all the 
revenue of the state. 
 
 
Except as they may be specifically set aside 
in trust funds or otherwise applied to the 
payment of indebtedness, all proceeds of 
income or other taxes levied by the state, 
and of all special ad valorem or other taxes 
levied by counties and other municipalities, 
or school districts, pursuant to the 
Constitution as heretofore amended, for 
public school purposes, shall be applied to 
the support and furtherance of education 
pursuant to section 256 of the Constitution, 
as amended. 
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SECTION 261 
Not more than four per cent. of all moneys 
raised or which may hereafter be 
appropriated for the support of public 
schools, shall be used or expended 
otherwise than for the payment of teachers 
employed in such schools; provided, that the 
legislature may, by a vote of two-thirds of 
each house, suspend the operation of this 
section. 

 
SECTION 261 - UNCHANGED 
Not more than four per cent. of all moneys 
raised or which may hereafter be 
appropriated for the support of public 
schools, shall be used or expended 
otherwise than for the payment of teachers 
employed in such schools; provided, that the 
legislature may, by a vote of two-thirds of 
each house, suspend the operation of this 
section. 

 
SECTION 261 - UNCHANGED 
Not more than four per cent. of all moneys 
raised or which may hereafter be 
appropriated for the support of public 
schools, shall be used or expended 
otherwise than for the payment of teachers 
employed in such schools; provided, that the 
legislature may, by a vote of two-thirds of 
each house, suspend the operation of this 
section. 

 
SECTION 262 
The supervision of the public schools shall 
be vested in a superintendent of education, 
whose powers, duties, and compensation 
shall be fixed by law. 

 
SECTION 262 – UNCHANGED (But see 
note) 
The supervision of the public schools shall 
be vested in a superintendent of education, 
whose powers, duties, and compensation 
shall be fixed by law. 
 
(Note:  Amendment 284 provided for an 
elected state board of education and an 
appointed state superintendent who serves 
at the pleasure of the board.) 

 
SECTION 262 – UNCHANGED (But see 
note) 
The supervision of the public schools shall 
be vested in a superintendent of education, 
whose powers, duties, and compensation 
shall be fixed by law.   
 
(Note:  Amendment 284 provided for an 
elected state board of education and an 
appointed state superintendent who serves 
at the pleasure of the board.) 

 
SECTION 263 
No money raised for the support of the public 
schools shall be appropriated to or used for 
the support of any sectarian or 
denominational school. 

 
SECTION 263 - UNCHANGED 
No money raised for the support of the public 
schools shall be appropriated to or used for 
the support of any sectarian or 
denominational school. 

 
SECTION 263 - UNCHANGED 
No money raised for the support of the public 
schools shall be appropriated to or used for 
the support of any sectarian or 
denominational school. 

 
SECTION 268 
The legislature shall provide for taking a 
school census by townships and districts 
throughout the state not oftener than once in 
two years, and shall provide for the 
punishment of all persons or officers making 
false or fraudulent enumerations and returns; 
provided, the state superintendent of 
education may order and supervise the 
taking of a new census in any township, 
district, or county, whenever he may have 
reasonable cause to believe that false or 
fraudulent returns have been made. 

 
SECTION 268 - UNCHANGED 
The legislature shall provide for taking a 
school census by townships and districts 
throughout the state not oftener than once in 
two years, and shall provide for the 
punishment of all persons or officers making 
false or fraudulent enumerations and returns; 
provided, the state superintendent of 
education may order and supervise the 
taking of a new census in any township, 
district, or county, whenever he may have 
reasonable cause to believe that false or 
fraudulent returns have been made. 

 
SECTION 268 - UNCHANGED 
The legislature shall provide for taking a 
school census by townships and districts 
throughout the state not oftener than once in 
two years, and shall provide for the 
punishment of all persons or officers making 
false or fraudulent enumerations and returns; 
provided, the state superintendent of 
education may order and supervise the 
taking of a new census in any township, 
district, or county, whenever he may have 
reasonable cause to believe that false or 
fraudulent returns have been made. 
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SECTION 269 
The several counties in this state shall have 
power to levy and collect a special tax not 
exceeding ten cents on each one hundred 
dollars of taxable property in such counties, 
for the  
support of public schools; provided, that the 
rate of such tax, the time it is to continue, 
and the purpose thereof, shall have been 
first submitted to a vote of the qualified 
electors of the county, and voted for by 
three-fifths of those voting at such election; 
but the rate of such special tax shall not 
increase the rate of taxation, state and 
county combined, in any one year, to more 
than one dollar and twenty-five cents on 
each one hundred dollars of taxable 
property; excluding, however, all special 
county taxes for public buildings, roads, 
bridges, and the payment of debts existing at 
the ratification of the Constitution of eighteen 
hundred and seventy-five. The funds arising 
from such special school tax shall be so 
apportioned and paid through the proper 
school officials to the several schools in the 
townships and districts in the county that the 
school terms of the respective schools shall 
be extended by such supplement as nearly 
the same length of time as practicable; 
provided, that this section shall not apply to 
the cities of Decatur, New Decatur, and 
Cullman. 
 

 
SECTION 269 
The several counties in this state shall have 
power to levy and collect a special tax not 
exceeding ten cents on each one hundred 
dollars of taxable property in such counties, 
for the support of public schools and 
furtherance of education in such manner as 
may be authorized by the legislature; 
provided, that the rate of such tax, the time it 
is to continue, and the purpose thereof, shall 
have been first submitted to a vote of the 
qualified electors of the county, and voted for 
by three-fifths of those voting at such 
election; but the rate of such special tax shall 
not increase the rate of taxation, state and 
county combined, in any one year, to more 
than one dollar and twenty-five cents on 
each one hundred dollars of taxable 
property; excluding, however, all special 
county taxes for public buildings, roads, 
bridges, and the payment of debts existing at 
the ratification of the Constitution of eighteen 
hundred and seventy-five. The funds arising 
from such special school tax shall be so 
apportioned and paid through the proper 
school officials to the several schools in the 
townships and districts in the county that the 
school terms of the respective schools shall 
be extended by such supplement as nearly 
the same length of time as practicable; 
provided, that this section shall not apply to 
the cities of Decatur, New Decatur, and 
Cullman 
 

 
SECTION 269 - UNCHANGED 
The several counties in this state shall have 
power to levy and collect a special tax not 
exceeding ten cents on each one hundred 
dollars of taxable property in such counties, 
for the support of public schools and 
furtherance of education in such manner as 
may be authorized by the legislature; 
provided, that the rate of such tax, the time it 
is to continue, and the purpose thereof, shall 
have been first submitted to a vote of the 
qualified electors of the county, and voted for 
by three-fifths of those voting at such 
election; but the rate of such special tax shall 
not increase the rate of taxation, state and 
county combined, in any one year, to more 
than one dollar and twenty-five cents on 
each one hundred dollars of taxable 
property; excluding, however, all special 
county taxes for public buildings, roads, 
bridges, and the payment of debts existing at 
the ratification of the Constitution of eighteen 
hundred and seventy-five. The funds arising 
from such special school tax shall be so 
apportioned and paid through the proper 
school officials to the several schools in the 
townships and districts in the county that the 
school terms of the respective schools shall 
be extended by such supplement as nearly 
the same length of time as practicable; 
provided, that this section shall not apply to 
the cities of Decatur, New Decatur, and 
Cullman 
 

 
SECTION 270 
The provisions of this article and of any act 
of the legislature passed in pursuance 
thereof to establish, organize, and maintain a 
system of public schools throughout the 
state, shall apply to Mobile county only so far 
as to authorize and require the authorities 
designated by law to draw the portions of the 
funds to which said county shall be entitled 
for school purposes and to make reports to 
the superintendent of education as may be 
prescribed by law; and all special incomes 
and powers of taxation as now authorized by 
law for the benefit of public schools in said 
county shall remain undisturbed until 
otherwise provided by the legislature; 
provided, that separate schools for each race 
shall always be maintained by said school 
authorities. 
 

 
SECTION 270    
The provisions of this article and of any act 
of the legislature passed in pursuance 
thereof for educational purposes, shall apply 
to Mobile county only so far as to authorize 
and require the authorities designated by law 
to draw the portions of the funds to which 
said county shall be entitled for school 
purposes and to make reports to the 
superintendent of education as may be 
prescribed by law; and all special incomes 
and powers of taxation as now authorized by 
law for the benefit of public schools in said 
county shall remain undisturbed until 
otherwise provided by the legislature.  
provided, that separate schools for each race 
shall always be maintained by said school 
authorities. 
 

 
SECTION 270 - UNCHANGED 
The provisions of this article and of any act 
of the legislature passed in pursuance 
thereof for educational purposes, shall apply 
to Mobile county only so far as to authorize 
and require the authorities designated by law 
to draw the portions of the funds to which 
said county shall be entitled for school 
purposes and to make reports to the 
superintendent of education as may be 
prescribed by law; and all special incomes 
and powers of taxation as now authorized by 
law for the benefit of public schools in said 
county shall remain undisturbed until 
otherwise provided by the legislature.  
provided, that separate schools for each race 
shall always be maintained by said school 
authorities. 
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2. THE EDUCATION TRUST FUND (ETF) 
 

Types of Taxes  
 
 With earmarking in Alabama achieving tax revenue apportionment of about 90% 
of the all taxes levied by the state, the Alabama Trust Fund is in the unique status of 
having captured the receipts of the two major taxes of Alabama and practically every 
state in the United States for “educational purposes only.”  Most states now 
predominately rely on the income tax and sales tax for general state operations.  
Alabama is unique in setting aside the vast majority of the proceeds of these taxes for 
education.  While there are many different definitions of the various types of taxes, 
which can be levied, in reality there are only three types. 
 
Wealth Taxes 
 
 Wealth Taxes are taxes on wealth, or on assets, which have been accumulated 
by an individual or a business.  The best example of the wealth tax is the ad valorem 
tax.  This tax can be applied to wealth measured by real property or your house and 
land, by tangible personal property such as jewelry or paintings, or on intangible 
personal property such as stocks and bonds.  Another example of this type of tax would 
be the inheritance or estate tax whereby such assets are passed from one generation to 
another.  Alabama does levy wealth taxes, with ad valorem taxes earmarked to the 
Public School Fund and Inheritance taxes earmarked to the General Fund (or in reality, 
not earmarked at all as they become general revenues of the state that are unrestricted 
as to the purpose for which they can be appropriated). 
  
Transaction Taxes 
 
 Whenever there is a flow of wealth as occurs in a transaction, a tax can be 
placed upon the transaction that is usually measured by the amount of wealth or money 
involved in the transaction.  The most common example of this is the sales tax.  But the 
broader definition of transactions describes excise, franchise, and privilege license 
taxes.  Taxes can be levied on the vendor of products or services for the privilege of 
offering them for sale, or the purchaser can pay a tax based on the amount of the 
transaction.  Sales and use taxes are extremely popular in Alabama at both the state 
and local level.  Other examples are the occupational tax that is also a privilege tax and 
various business license and regulatory taxes.   
 
Income Taxes 
 
 The third type of tax is one that is measured by the income a business or 
individual receives.  The corporate income tax is applied to businesses based upon 
varying determinations of profitability of the business.  The personal income tax is 
based upon the income received by individuals from earnings from employment and 
investments.  While personal income tax is not calculated on a profit basis, many types 
of income can be exempted or excluded from taxation.  The Alabama Education Trust 
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Fund was created in 1927 relying heavily on transaction taxes.  Later its main source of 
revenues would become the income tax.  See the following Figure 2-1.   
 

Figure 2-1 
Types of Taxes 

 

Real Property Sales and Use Taxes
Tangible Personal Property Occupational Tax Personal Income Tax
Intangible Personal Property Business License Taxes Corporate Income Tax
Inheritance/Estate Tax Regulatory Taxes

Base to be Taxed Base to be Taxed Base to be Taxed
Exemptions From Tax Exemptions From Tax Exemptions From Tax
Assessment of Value  Assessment of Value
Rate of Taxation Permitted Rate of Taxation Permitted Rate of Taxation Permitted
Distribution of Proceeds Distribution of Proceeds Distribution of Proceeds

Income Taxes:

III.  IncomeI.  Wealth
Ad Valorem Tax on 
Property:

II.  Transaction
Excise, Franchise & 
Privilege License Taxes:

Level of Government Levying:
State & Local State & Local

Constitutionally Defined: Statutorily Defined: Constitutionally Defined:

State Only

 
 

Creation of the ASETF, 1927 
 
 State government and local schools were heavily dependent on the ad valorem 
tax for the first quarter of this century.  By 1926, the efforts of the Progressive 
Movement led state leaders to press for new taxation to improve public education in the 
State.  Upon election in 1927, Governor Bibb Graves pressed for legislative approval for 
a new fund to improve public education in the State, and proposed a series of luxury 
and excise taxes for this purpose.  The most significant purpose of this fund would be 
for lengthening the minimum school term and equalizing educational opportunity in the 
State.  In the “Tunstall Revenue Bill” of 1927, the Alabama Special Educational Trust 
Fund was created which was “. . . set apart as a Trust Fund for educational purposes 
only” (Harvey, 1989, p. 402). 
 

Sales Tax Earmarked to the ASETF, 1936/37 
 
 The Depression of 1929 wreaked havoc on the public schools of Alabama.  The 
planned improvements under the Graves Administration were unfulfilled as state 
appropriations could not be paid, local school boards were forced to cut teachers’ 
salaries, and school terms were drastically shortened.  The Miller Administration 
struggled with these difficulties and only with the advent of the Federal Emergency 
Relief Administration could some schools be kept open.  The return of Governor Graves 
in 1935 brought a new resolve for human welfare and a willingness to tackle the difficult 
issue of new taxes.  Governor Graves pressed for enactment of the 1935 Minimum 
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Foundation Program and for a new state tax on consumption.  These efforts lead to 
legislative approval of the sales tax, first in 1936 and modified in 1937 (Harvey, 1989, 
pp. 127-171). 
 
 The proceeds of the new sales tax were earmarked to the credit of the ASETF.  
Currently, the state sales tax is levied at a rate of 4%, and with minor exceptions funds 
education.  First proceeds of the sales tax are used to pay debt service on bond issues 
for capital outlay for public schools and colleges and universities through the Alabama 
Public School and College Authority.  The bulk of the proceeds are appropriated 
through the ASETF which has been renamed the Education Trust Fund (ETF)(Section 
16-13-16, Code of Alabama 1975).   Education Trust Fund receipts for FY 2003-2004 
are found in an appendix at the end of this chapter.  The proceeds from the Sales Tax 
are due to the Department of Revenue on or before the 20th of each month. 

 
Income Tax Earmarked to the ETF, 1947 

 
 With the State of Alabama bankrupt in 1932 and using deficit spending through 
borrowing to keep government operations going, a true financial crisis existed.  
Governor Miller proposed a constitutional amendment in 1933, which was approved by 
the voters, to levy a personal and corporate income tax with the maximum rate 
specified.  The earmarked purpose of this new tax was to pay off the accumulated debt 
which was strangling the State and to provide for the homestead exemption to reduce 
the property tax burden on homeowners.  After the debt was retired and a surplus 
accumulated, Governor Sparks proposed amending the purpose of the tax in 1945 to 
become a general revenue to the Treasury. 
 
 This proposal was defeated by the voters.   In 1947 Governor Folsom had more 
success with a new proposal (Harvey 1989, pp. 138-197). This amendment would first 
provide for revenue lost to the homestead exemption, but would earmark the vast 
majority of the income tax proceeds to the ASETF “ … to be used for the payment of 
public school teachers salaries only.”  This amendment was ratified by the voters as 
Amendment 61 of the Constitution of 1901.  With the exception of subsequent 
amendments to further define the rate and base of taxation, this earmarking remains 
unchanged.  The unique earmarking for the income tax (corporate and personal) is both 
to a fund for a general purpose and to a single object of expenditure – teachers’ 
salaries.  However, this earmarking was modified by Amendment 111 and is currently 
earmarked on the Education Trust Fund for education. 
 
Income Tax Threshold in Alabama  
 
 A family of four pays income tax in Alabama when family income reaches $4,600 
of income.  The $4,600 of adjusted gross income is the same or almost the same as the 
idea of federal adjusted gross income.  The income tax threshold includes earned 
income tax credits, other general tax credits, exemptions, and standard deductions.  In 
Alabama, if a two parent family of four has $4,600 of adjusted gross income (line 11 of 
Alabama Form 40), the family will receive the standard deduction of $920 (line 12), the 
family will get a personal exemption of $3,000 (line 14), and the family will get a 
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dependent exemption of $300 per child or a total of $600 (line 15).  The family then has 
a taxable income of $80 (line 17).  The amount of taxable income creates a tax liability 
of $1 (line 18).  A similar process occurs for a single parent with two children.  The 
same exemptions apply and the same tax is due.  
 

Other Taxes Earmarked to the ASETF 
 
 Other major state revenue sources for the ASETF (ETF) include the following, 
which are listed in decreasing order of revenues: 

 
1. Utility Tax, which is a privilege tax on every utility (electricity, 

domestic water, natural gas, telegraph, and telephone service); 
 
2. Use Tax which is an excise tax applied as a companion to the Sales 

Tax on storage, use, or other consumption in this State on items 
purchased outside Alabama; due on or before the 20th of the month; 

 
3. Insurance Premium Tax which is a premium tax imposed on the 

amount of insurance premiums written by an insurer and whose 
proceeds to the ETF are capped at $30,993,296; 

 
4. Beer Tax which is an excise tax on the sale, storage, or receipt of 

malt or brewed beverages for the purpose of distribution;  
 
5. Hydroelectric Tax which is a privilege tax levied on each person, 

firm, or corporation engaged in manufacture or sale of hydroelectric 
power as a percent of the power; 

 
6. Store Licenses Tax which is an annual license fee for the purpose 

of opening, establishing, operating, or maintaining stores; and  
 
7. Mobile Telecommunications Services Tax which is a gross 

receipts tax levied on the monthly recurring access charges an all 
airtime charges with a primary use in Alabama. 

 
Consumers Use Tax  
 

If your out-of-state purchase did not include Alabama sales tax you may owe use 
tax. 
 
What is Use Tax?  
  
   Use tax is the counterpart of sales tax. It is applied when merchandise is 
purchased outside of Alabama and imported into the state. The use tax rate is the same 
as the sales tax rate.  
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Why A Use Tax?  
 
   The Alabama use tax was enacted in 1939 to prevent vendors located outside 
the state from having an unfair competitive advantage against the instate vendors who 
have to charge the sales tax. The liability for paying the use tax falls on the purchaser. If 
the vendor does not collect the use tax, it is the responsibility of the purchaser to self-
assess and report the tax due to the Department of Revenue.  
 
What Is Taxable?  
 
   The use tax applies to the same merchandise that is taxable under the Alabama 
sales tax law. This includes all tangible personal property that is purchased at retail and 
brought into Alabama for storage, use, or consumption unless it is specifically exempted 
by law.  
 
What Is The Tax Rate? 
  
  Automotive Rate - 2% 
  
   If you purchased an automotive vehicle from outside the state and did not pay 
the casual sales and use tax when you purchased your tag, or if no tax is required for 
the vehicle, you owe use tax at the rate of 2% of the purchase price. Examples of items 
not requiring tags which qualify as automotive vehicles include off-road motorcycles, 
ATV's and self-propelled construction equipment. 
  
  Agriculture Rate - 1-1/2%   
 
   Equipment and its replacement parts used in connection with the production of 
agricultural products, livestock, or poultry on farms is subject to tax at the rate of 1-
1/2%.  
 
  Machine Rate - 1-1/2%   
  Machines and the parts for machines used in mining, quarrying, compounding, 
processing and manufacturing tangible personal property are taxed at the rate of 1-
1/2%.  
 
  General Rate - 4% 
   

All other taxable tangible personal property is taxed at the rate of 4% of the 
purchase price. 
 

The 1995 Foundation Program and the ETF 
 
 The 1995 Foundation Program is the largest consumer of ETF revenues through 
the annual appropriations process.  The resources available to fund the 1995 
Foundation Program come from two revenue sources:  required local effort and the 
balance appropriated from the Education Trust Fund.  Once the cost of the 1995 
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Foundation Program has been calculated and the chargeback (the equivalent of 10.0 
mills of school district tax) subtracted as funds being available at the local level, the 
balance is due to local boards of education from the Education Trust Fund.  Obviously, 
this amount must be within anticipated revenues after the Governor in his budget 
proposal and the legislature in their action sets aside those revenues which are 
necessary for other purposes (such as higher education, state agencies, etc.).  
 
 This is critical as the 1995 Foundation Program is, for the most part, an 
entitlement program.  Every amount appropriated from the ETF in the budget process is 
maximum, conditional, and proportionate.  Simply stated, the amount paid to any item of 
appropriation cannot exceed the amount appropriated, is conditional upon sufficient 
revenues being available, and if sufficient revenues are not available, shall be paid in 
proportion that the amount available bears to the total amount appropriated. 
 
 As can be seen in an accompanying appendix, the share of the 1995 Foundation 
Program paid from the ETF varies from 97.42 percent for Tallassee City to 75.83% for 
Homewood City.  The obvious reason for this variation is the fact that 10 mills of school 
district ad valorem tax in Homewood generates much more revenue per pupil than it 
does in Tallassee.  In fact the ratio of state funds in Tallassee to local funds is 37.74 to 
1.00 and in Homewood is 3.14 to 1.00.  Each fiscal year as the wealth of local school 
systems increases due to property re-appraisals, the total amount which must be 
contributed as local effort will increase.  However, due to the elasticity of the ETF which 
is funded primarily from income tax and sales tax revenues, as long as the economy 
prospers the amount of the 1995 Foundation Program funded from the ETF will 
continue to increase.  The importance of this is that to maintain the level of equalization 
achieved in the first year of the 10.0 mill Chargeback, both local and state revenues 
sources of the 1995 Foundation Program must grow proportionately. 
 
 Should the economy falter and the country fall once again into a recession, the 
ETF will show the effects first through a falling rate of growth.  Local assessments may 
also slow, but the effect will become noticeable only after several years of recession 
and a total reappraisal of each county’s property.  The local ad valorem tax base 
normally is more stable, not growing as rapidly as sales and income taxes, nor falling as 
precipitously in growth.  The calculation of local tax resources to fund the 1995 
Foundation Program is done in arrears; that is, the amount is based on the latest 
historical collections.  On the other hand, the estimate of revenues to be available from 
the ETF is predicted, and revenue projections can miss their mark. 
 

Appropriations from the ETF 
 
 The amount of ETF appropriations available each year for K-12 purposes 
depends on several factors.  The first is the amount of growth in tax receipts to the ETF.  
The second is the increase, if any, of “necessary” appropriations the legislature feels it 
must make for purposes other than direct line item appropriations for K-12 and higher 
education.  The third is the growth in the “entitlement” portion of K-12 calculations, such 
as increases in fringe benefits for health insurance or retirement.  Also in this category 
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could be included costs of pay raises which the legislature feels compelled to 
appropriate.  And the fourth is the “claim” higher education has on new funds.   

 
ETF Appropriations for K-12 and Higher Education 

  
 Determining just how much of new revenues to appropriate respectively to K-12 
and higher education purposes is a political decision.  As is seen in the figure above, 
the ratio has varied widely over the years.  Beginning in the 1970’s, a political 
compromise began that the appropriations should be divided on the ratio of two dollars 
to K-12 for each dollar for higher education.  This is commonly referred to as the “two to 
one split.”    As is seen in Figure 2-2, this was approximated until the new foundation 
program was enacted in 1995 and increased political interest was paid to K-12. The 
funding ratio has changed to about 2.6 to 1 with higher education losing market share.  
Obviously as competing fiscal and political needs present themselves to the Legislature, 
this ratio can and will change over time.  There are no binding restraints on the 
allocation of ETF dollars in this regard, only political decision-making.   
 

Proration of the Education Trust Fund 
 
 Balancing the state budget has two different objectives.  The first is to control 
expenditures in order to balance spending with available revenues.  The second is to 
promote efficient management of programs in a planned implementation of the state's 
activities (Schick, p. 4.).  Accomplishing the first objective is relatively simple; 
accomplishing the second objective is somewhat more difficult.  Alabama is no exception 
in this regard.  An appendix lists the years of proration of the General Fund and the 
Education Trust Fund (formerly the ASETF) and the amount or proration initially called and 
the final amount of proration. 
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Figure 2-2 
Ratio of Appropriations of ETF for K-12 and Higher Education 

Ratio of ETF Appropriations for K-12 
To Higher Education, FY 1940 to FY 2005
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Controlling Expenditures 
 
 Alabama has balanced its budget (controlled expenditures) since 1932 by statute 
and since 1933 by constitutional amendment in two steps.  This is done by reducing the 
amount allotted (step one) to equal the amount of revenues available in each fund of state 
government during the fiscal year to reducing the amount appropriated at the end of the 
fiscal year (step two).  This process is known as proration as the amounts are reduced pro 
rata (Pilegge, p. 31).  Alabama has undergone proration in its several state funds since 
1932 (General Fund, Alabama Special Educational Trust Fund or ASETF, Public School 
Fund, Public Road and Bridge Fund, Special Mental Health Fund, Public Welfare Trust 
Fund, etc.).  The fund most commonly prorated has been the ASETF (ETF).  
 
Planning Programs 
 
 Balancing the budget also means that a mechanism is in place to allow programs to 
be protected when revenue collections do not meet the forecast.  Without such protection, 
the programs that were intended to be operated by the state are shortchanged.  This 
situation is an entirely different problem from controlling expenditures.  Balancing 
programs also requires a "budget stabilization fund."  This has not been implemented in 
recent history in Alabama.  The positive aspect of proration is that Alabama cannot 
engage in deficit spending.  The budget, if not the programs, must be balanced.  
Unfortunately, this was not always the case.  For a period of many years, Alabama 
engaged in deficit spending. 
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Constitution of 1901 and the State Debt 
 
 The Constitution of 1901, in theory, prohibited deficit spending.  By 1932, however in 
practice,  Alabama had managed to circumvent the provisions of Section 213 which said 
that "... no new debt shall be created against, or incurred by this state, or its authority ..."  
The results were that budget had not been balanced since 1907 and that the State was 
bankrupt.  By using the provision of Section 213 which did allow the governor to negotiate 
temporary loans, never to exceed three hundred thousand dollars "to meet the deficiencies 
in the treasury," a perpetual debt had been created as this amount was used to pay annual 
interest (Alyea, pp. 2-3).  The circumvention was through the issuance of interest-bearing 
certificates of indebtedness or warrants paid from the annual appropriation by the 
Legislature to the governor's Contingency Fund in the amount of $100,000 (Pilegge, pp. 8-
9).The principal was not being retired contrary to the intent of Section 213.  A consolidated 
current deficit of $18,206,258.17 existed as of September 30, 1931 (Brookings Institution, 
Volume 3, p. 40) 

 
Brookings Institution Report of 1932 

 
 The legislature on January 30, 1931, passed an act requesting the services of the 
Institute for Government Research of the Brookings Institution of Washington, D. C., to 
survey the government of the State of Alabama and to make recommendations for 
improvement.  The report was submitted to Governor Miller on June 11, 1932 (Brookings 
Institution, p. 3).  A major portion of the plan submitted by the Brookings Institution 
included improvements in accounting and budgeting, with considerable stress placed upon 
a provision to make no appropriation payable in full unless there were sufficient funds on 
hand in the state treasury to meet it (Alyea, p. 16). 

 
Budget and Financial Control Act of 1932 

 
 The Legislature approved this portion of the plan in extraordinary session on 
September 27, 1932, with approval of "The Budget and Financial Control Act" popularly 
known as the "Fletcher Act."  This Act declared as follows: 
 
 The appropriations made shall not be available for expenditure until allotted as 

provided for in Section 20, except as may be otherwise provided in this Act.  All 
appropriations now or hereafter made except per capita appropriations not in 
force or hereafter made to Eleemosynary and correctional institutions and the 
Alabama School for Deaf and Blind at Talladega, Alabama, which appropriations 
shall remain in full force and effect and payable and disburses as now provided by 
law are hereby declared to be maximum, conditional and proportionate 
appropriations, the purpose being to make the appropriations payable in full in the 
amounts named only in the event that the estimated budget resources during 
each fiscal year of the quadrennium for which such appropriations are made, are 
sufficient to pay all of the appropriations in full; the Governor shall restrict 
allotments to prevent an overdraft or deficit in any fiscal year for which 
appropriations are made by prorating without discrimination against any 
department, institution, commission, or other State agencies.  In other words, the 
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said appropriations shall be payable in such proportion as the total sum of all 
appropriations bears to the total revenues estimated by the Governor as available 
in each of said fiscal years.  The purpose of this provision is to insure that there 
shall be no overdraft or deficit in the several funds of the State at the end of a 
fiscal year, and the governor is directed and required to administer this Act as to 
prevent any such overdrafts or deficits (Acts of Alabama, 1932, No. 37, pp. 44-
45). 

 
 Note:  The appropriations above for eleemosynary and correctional institutions and for 
the Alabama School for Deaf and Blind were made in individual acts for each institution on 
a per capita basis.  These appropriations were permanent, recurring, and indefinite in 
nature.  They encouraged institutions to increase the number of inmates and to discourage 
the discharge of inmates in order to increase appropriations (Brookings Institution, Volume 
3, pp. 174-5).  For a discussion of the implementation of the Budget and Financial Control 
Act, see Harvey, pp. 138-163. 

 
Income Tax Amendment of 1933 

 
 To fund the debt created between 1907 and 1932, Governor Miller proposed a 
constitutional amendment to levy an income tax that the legislature approved on August, 
1932.  However, the voters of the state refused to approve such an amendment which did 
not specify a maximum rate, provide for exemptions, or hold the proceeds in trust for 
repayment of debt.  Governor Miller recognized the shortcomings of his first proposal, and 
recommended another in 1933 which did contain these provisions, and after repayment of 
the floating debt to be used for reduction of the state ad valorem tax.  It was passed by the 
legislature and approved by the voters as Amendment 25. 

 
Warrant Amendment of 1933 

 
 Now the voters of the state could vote upon the constitutional amendment which 
would grant constitutional status to the balanced budget requirement of the Budget and 
Financial Control Act and provide for the repayment of the state debt through revenues 
from the Income Tax Amendment of 1933.  This so-called "Warrant Amendment" of 1933 
amended Section 213 of the Constitution of 1901 to pledge the proceeds from the Income 
Tax to the repayment of the floating debt.  Furthermore, this amendment stated the 
following: 
 
 To prevent further deficits in the state treasury, it shall be unlawful from and after 

the adoption of this amendment for the state comptroller of the state of Alabama 
to draw any warrant or other order for the payment of money belonging to, or 
administered by, the state of Alabama upon the state treasurer, unless there is in 
the hand of such treasurer money appropriated and available for the full payment 
of the same.  In case there is, at the end of any fiscal year, insufficient money in 
the state treasury for the payment of all proper claims presented to the state 
comptroller for the issuance of warrants, the comptroller shall issue warrants for 
that proportion of each such claim which the money available for the payment of 
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said claims bears to the whole, and such warrants for such prorated sums shall 
thereupon be paid by the state treasurer (Amendment 26). 

 
 The Brookings Institution Report (Volume 3, p. 300) had recommended that the 
fundamental parts of the budget law (Budget and Financial Control Act of 1932) be 
embodied in the Constitution.  This was accomplished in 1933, but had to await the 
approval of the Income Tax Amendment (Number 25) to provide for the refunding of the 
state debt.  In reality, the Budget and Financial Control Act, and Amendments 25 and 26 
are component parts of the same recommendation.  The link between the Budget and 
Financial Control Act and Amendment 26 is found that in the former the Office of State 
Comptroller is created and statutorily given power and in the latter the same Office is 
constitutionally directed to implement proration. 
 
Budget Administration and the Proration:  Allotments and Appropriations 
 
 The recommendations of the Brookings Institution Report as implemented by the state 
of Alabama are found in reviewing the Budget and Financial Control Act, Amendment 25, 
and Amendment 26 as a whole.  Each part is complementary to the whole.  This process 
follows.   
 

The Governor Restricts Allotments 
 
 Under the provisions of the Budget and Financial Control Act as codified (Code of 
Alabama 1975, Sections 41-4-80 to 41-4-96), no appropriations made by the legislature 
are available for expenditure until allotted with the approval of the governor.  Should the 
estimated budget resources of a fund available during the year be insufficient to pay 
appropriations in full, the governor is directed to restrict allotments.  This is to insure that 
there is not deficit or overdraft in the several funds of the state at the end of the fiscal year 
(Code of Alabama 1975, Section 41-4-90).  As discussed, the cause of deficit spending 
prior to 1932 was the issuance of interest-bearing certificates of indebtedness whose 
interest was paid by the governor.  However, the governor must undertake to restrict 
allotments until the end of the fiscal year by statute.  Appropriations, however, have not 
been prorated by the governor. 
 
 The governor's responsibility in the process is to delay paying a full allotment (a share 
of the appropriation which could be 1/12) until such time as there are adequate funds in 
the state treasury.  This is a cash management responsibility.  To do otherwise would be 
to issue warrants for which funds are not available. In addition, were the governor to do 
otherwise, funds might not be available toward the end of a fiscal year to meet payroll for 
salaries of constitutional officers which would be unconstitutional.   The governor's actions 
only delay a final accounting to the end of the fiscal year.  At this point, the constitution 
duty of the Comptroller prorates appropriations.  Proration, as the term is commonly used, 
relates to reductions of appropriations and not the restriction of allotments. 
 
  

    
  53        
     



Alabama Public School Finance Reference 
Revenues - The Education Trust Fund 
 
 

The State Comptroller Prorates Appropriations 
 
 The constitutional basis for proration of appropriations is found in Amendment 26.  
Here the state comptroller is forbidden from drawing any warrant or other order for the 
payment of money belonging to or administered by the state treasurer unless the treasurer 
has in hand sufficient funds for the full payment of such warrants.  At the end of the fiscal 
year, the comptroller is directed to issue warrants only for that proportion of each claim for 
funds for which funds available bears to the total claim for said funds.  Warrants for these 
prorated sums shall them be paid by the state treasurer.  Proration does not actually occur 
until the end of the fiscal year.  Calculation of and implementation of proration is the 
responsibility of the state comptroller.  Violation of the provisions of Amendment 26 is a 
crime and grounds for impeachment. 
 

Budget Stabilization Funds 
 
 Proration occurs for one of two reasons.  (1) Estimates of income or revenues were 
overly optimistic; (2) Estimates of expenditures or appropriations were overly cautious.  
The Budget and Financial Control Act of 1932 anticipated both of these conditions. 
 
Estimating Revenue 
 
 The governor is directed to estimate both income and expenditures and submit a 
balanced budget to the legislature.  If the estimated expenditures (appropriations) exceed 
the estimated income (revenues, the governor is directed to submit a plan to meet such 
deficit whether by imposing new taxes or by increasing the rate of existing taxes.  If the 
estimated expenditures are less than the estimated income, then the governor is directed 
to make recommendations for the application of the surplus, such as to the reduction of 
debt or the reduction of taxation (Section 41-4-83). 
 
  The Department of Finance is directed to prepare an estimate of the total income of 
the government for each budget year on or before the first day of the third month next 
preceding each regular business session of the legislature (Section 41-4-85).  The 
Department of Finance is also directed to collect estimates of expenditure requirements 
from each agent of the state on or before the first day of the third month next preceding 
each regular business session of the legislature (Section 41-4-84).   Based upon these 
estimates, the Department of Finance is directed to prepare and submit a tentative budget 
to the governor not later than the first day of the second month preceding each regular 
business session of the legislature (Section 41-4-86).  The governor is then directed to 
conduct public hearings on the tentative budget not later than two weeks prior to the 
convening of the regular business session of the legislature (Section 41-4-87).  After these 
public hearings, the governor formulates the final balanced budget representing his 
judgment and recommendations for meeting income and expenditure needs of state 
government (Section 41-4-88).  Such budget must be submitted to the legislature within 
five days after the convening of the regular business session (Section 41-4-82).   
 
 However, a new statutory requirement for making revenue estimates was included 
in the National Average Pay Raise bill (HB 204, Act 2000-732, 2000 Regular Session): 
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(c) The Legislative Fiscal Officer and the Director of Finance shall, prior to 
the third legislative day of each regular session, certify the projected 
growth in the Education Trust Fund for the fiscal year for which 
appropriations are being made. The provisions of this article shall be 
suspended for any fiscal year in which both certify that the projected 
growth is less than three and one-half percent. In the event one of the 
above certifies projected growth of less than three and one-half percent 
and the other certifies projected growth of three and one-half percent or 
greater, the provisions of this article shall be suspended if the Legislature 
adopts a joint resolution providing for this suspension and thereafter 
appropriates projected growth of less than three and one-half percent. In 
the event the Legislature adopts a joint resolution and thereafter 
appropriates projected growth of three and one-half percent or more, the 
provisions of this article shall not be suspended. Nothing in this section 
shall prohibit the Legislature from appropriating a salary increase for 
teachers when projected growth is three and one-half percent or less 
(Code of Alabama 1975, Section 16-13-281). 
 

 An interesting change in statute is that the revenue estimates provided by the 
Director of Finance and Legislative Fiscal Officer have now been given statutory 
authority.  Those made by the Legislative Branch of Government are co-equal to those 
of the Executive Branch, and once made guide the appropriations process.  These 
estimates must be made prior to the third day of the legislative session.   
 
Budget Isolation, Amendment 448 
 
 Section 41-4-82 demonstrates how one category of state law may be amended 
without correcting another in conflict (refer to the timing of the submission of the budget to 
the legislature as defined above). Amendment 448 commonly known as "Budget Isolation" 
made it the paramount duty of the legislature to make basic appropriations in regular 
session prior to substantially handling other legislation.  This amendment requires the 
following: 
 
  On or before the second legislative day of each regular session of the 

legislature, beginning with the first regular session after January 1, 1983, the 
governor shall transmit to the legislature for its consideration a proposed 
budget for the next ensuring budget period (Code of Alabama 1975, Section 
41-4-82). 

 
 Another point of Amendment 448 is that it seemed like a good idea at the time and 
was popular enough with the public to win ratification.  However, it has proved to be 
unsuccessful in its purpose of making the budgets a paramount duty and serves to 
complicate the legislative process.  Amendment 448 has proven to be ineffective in forcing 
the Legislature to approve budgets early in the session.  It has made it more difficult to 
pass bills by the requirement of a budget isolation resolution to be passed by a 3/5ths vote 
of the quorum membership of either chamber for consideration.  However, once in the 
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constitution it is unlikely to be repealed even though its original purpose has not been 
achieved. 
 
Funding for Contingencies 
 
 After the transmission of the budget, changes may be necessary in the governor's 
budget due to laws enacted or supplemental needs in the public interest.  The governor 
must transmit such changes to the legislature and, if additional revenues are required, 
include a recommendation for the raising of additional revenue (Section 41-4-89).  
However, there are no provisions relating to legislative action on the budget (Pilegge, p. 
77). 
 

Emergency Appropriations 
 
 The Budget and Financial Control Act anticipated the need to meet the planned and 
unplanned expenses of state government through a "budget stabilization fund."  There is 
directed to be included within each budget appropriation bills (note plural) a specific sum 
or sums as an emergency appropriation(s).  Such amount is limited to two percent of the 
total amount appropriated by each bill and is to be allotted by the governor by specified 
procedure.  These allotments are for any purpose authorized by law for which no specific 
appropriation has been made or for which inadvertently an insufficient appropriation has 
been made (Section 41-4-94).  This purpose is generally fulfilled through the annual 
appropriation from the General Fund as the Departmental Emergency Fund (41-4-94).   
 

ASETF (ETF) Reserve Accounts 
 
 The governor has not recommended nor has the legislative included in the annual 
appropriations bill from the ASETF any such reserve account in recent history.  A new 
effort was made in 1988 to mandate such a reserve account.  The legislation led to the 
creation of the Proration Prevention Account.   In the Second Extra Session of 1988, the 
Legislature passed the Proration Prevention Act of 1988 (Acts 1988, 2nd. Ex. Sess., No. 
88-981, p. 703).  The purpose of the act proposed by the Alabama Association of School 
Boards was to create a reserve fund within the State Treasury for the purpose of offsetting 
any future financial shortfall in the Alabama Special Educational Trust Fund (ASETF)--
proration. 
 
 This reserve fund is entitled the Proration Prevention Account (Code of Alabama 
1975, Section 40-1-32.1).  The plan was to appropriate annually to the Proration 
Prevention Account from the ASETF an annual fixed amount until a principal balance of 
$75 million was set aside as a hedge against proration.  Note that the ASETF was 
renamed the Education Trust Fund for FY 1995-96 and is hereafter referred to as the ETF. 
 
Funding the Proration Prevention Account.  For the fiscal year beginning October 1, 
1988, the Proration Prevention Account (hereafter referred to as the Proration Prevention 
Account) was initially funded with an appropriation of $21 million.  For each fiscal year 
thereafter, a continuing annual appropriation as required by the act is made of $8 million.  
This annual appropriation was to continue until the principal amount reached $75 million, 
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at which time it would cease.  Interest, however, would accrue to the Proration Prevention 
Account annually resulting in a proposed initial funding well in excess of $75 million.  Only 
when this total amount (principal of $75 million and accumulated interest) exceeded ten 
percent of the preceding year's appropriations from the ETF would the excess over ten 
percent revert back to the ETF.  Furthermore, the Act states that “the appropriations 
provided in this subsection shall be allocated before any conditional appropriation (Code of 
Alabama 1975, Section 40-1-32.1(c)(2))” is itself allocated or released by the Finance 
Director with the approval of the Governor. 
 
Withdrawals from the Proration Prevention Account.  Funds could be withdrawn from 
the Proration Prevention Account only in two situations.  The first would be to prevent 
proration in the ETF.  In this situation, the Governor would certify to the State Comptroller 
and notify the Legislature that proration would occur in the ETF.  The amount that could be 
withdrawn to prevent proration would be limited to the amount of anticipated proration and 
only that amount could be allocated.   
 
 The second situation would be in the case of an emergency situation as determined 
by the Legislature.  The implementation of the declaration of emergency requires a joint 
resolution with a recorded vote of at least two-thirds of the membership of each legislature 
chamber supporting the resolution.  However, the enabling legislation gave no indication 
as to what the nature of such an emergency would be.  
 
Repayment to the Proration Prevention Account.   Any funds withdrawn from the 
Proration Prevention Account were to ideally be repaid in full during the next fiscal year.  
The exception provided in statute for this repayment was that an annual installment 
payment of $8 million could be made in addition to the regular annual appropriation of $8 
million.   Or repayment might be made as otherwise provided by the legislature.  
Repayment would be considered as complete only when the withdrawn principal and 
interest was restored, whether by lump sum or on the installment plan.  However this 
repayment requirement can be suspended in those fiscal years in which the ETF is 
actually in proration or in those years in which actual repayment would result in a 
proration. 
 
Effectiveness of the Proration Prevention Account.  The Proration Prevention Account 
would, if systematically funded, represent a reserve fund of ten percent of annual 
appropriations from the ETF.  This would be a sufficient reserve to compensate for all but 
the most dramatic financial downturn education could ever face in Alabama.  However, 
setting aside this statutory reserve of $75 million principal and patiently watching the 
interest compound annually takes a commitment of the Governor and the Legislature.  
Unfortunately, after the first round of proration of the ETF after the creation of the Proration 
Prevention Account, these state officials did not place as a priority the refunding of a 
reserve and have subsequently declared a financial emergency each fiscal year.  
 
Proration in FY 1990-91.  The Proration Prevention Account had been initially funded with 
an appropriation from the FY 1987-88 fiscal year to the ASETF Reserve Account in the 
amount of $21 million.  This was credited to the Proration Prevention Account in 1988-89. 
Interest  earned on the principal amount began to accrue and the Proration Prevention 
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Account received its annual statutory appropriation of $8 million in FY 1989-90.  However, 
in FY 1990-91, proration once again returned to the ASETF.  The first quarter's allotment 
of $2 million was made before proration was called.  The effect of calling proration was to 
suspend the remaining allotments of $2 million per quarter or $6 million (the state of 
Alabama is on a quarterly allotment system).  Consequently, the assets of principal of $31 
million plus accrued interest of $2,314,779, a total of $33,314,779, was available to offset 
the financial impact of proration.  Proration for FY 1990-91 was 6.5% and would have 
been 7.84% had not the assets of the Proration Prevention Account been available as an 
offset. 
 
Proration in FY 1991-92.  Repayment should have begun in FY 1991-92 with the 
recommendation of the Governor in his executive budget that, in addition to the $8 million 
annual appropriation the minimum repayment be scheduled at the rate of $8 million 
annually.  This would have required a total appropriation of $16 million to the Proration 
Prevention Account for FY 1991-92.  However, proration was again necessary at 3.0%, 
the effect was that no appropriation was ever made.  The required appropriation was 
negated with the declaration of proration. 
 
 With the ASETF safely out of proration in FY 1992-93, no attempt was made to 
provide either the annual appropriation or to schedule repayment.  The legislature used 
the declaration by joint resolution of a fiscal emergency to postpone funding this reserve 
account.  To date, the legislature has continued to use the declaration of a financial 
emergency to postpone funding.  As a consequence, the current assets of the Proration 
Prevention Account are zero.  Any such assets that would have existed by FY 2001-2002 
would have been exhausted by the 6.2% proration necessary that fiscal year. 
 
Current Status If Funded.  Had the Governor and Legislature fully implemented the 
scheduled funding of the Proration Prevention Account, repaying the $33,314,779 at the 
installment rate of $8 million annually, the assets of the Proration Prevention Account 
would be significant.  The principal amount of $75 million would be reached through an 
appropriation of only $4 million for FY 1997-98.  The sum of the $21 million initial funding 
and the annual appropriations of $8 million would have provided this amount. 
 
 In addition, with the payback of the proration of FY 1990-91 at the rate of $8 million 
annually, the final payment of $1,314,779 would have been made in FY 1996-97.  Had 
interest accrued at a minimum annual rate of 7.5% on the assets since FY 1991-92, the 
total interest would be $25,344,627.  This is a modest assumption given the rate of return 
earned by the state's retirement systems.  A most conservative estimate is that the assets 
of the Proration Prevention Account would have exceeded $100 million by FY 1997-98 if 
the statutory funding had been provided. 
 
 In Module 20, Budgeting and Proration, a complete financial status will be 
provided on the reserve funds currently set-aide to offset the effects of proration.   Given 
today's more sophisticated revenue forecasts, an error in excess of three percent in the 
forecast is unlikely.  
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Appendix 2-1 
Education Trust Fund Receipts for FY 2003-2004 

 

Source FY 2003-2004 Percent of 
 of Funds Net Receipts Total Taxes

1 Income Tax 2,433,120,448.40$ 54.63%
2 Sales Tax 1,422,716,832.71$ 31.94%
3 Utility Tax 325,844,204.02$    7.32%
4 Use Tax 193,528,711.51$    4.35%
5 Insurance Premium Tax* 30,993,296.00$      0.70%
6 Beer Tax 20,873,217.05$      0.47%
7 Mobile Telecom Tax 26,390,207.75$      0.59%
8 Hydroelectric Tax 1,719.94$               0.00%
9 Store Licenses 513,612.42$           0.01%
10 Unclassified -$                        0.00%
11 Subtotal Taxes 4,453,982,249.80$ 100.00%
12 Transfers & Reversions 2,044,618.83$        
13 Rainy Day Fund -$                        
14 Proration Prevention Accoun -$                        
15 Subtotal Other 2,044,618.83$        
16 Total Receipts 4,456,026,868.63$ 

===============
*Capped by statute.

Education Trust Fund
Receipts for FY 2003-2004
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Appendix 2-2 
Growth in Education Trust Fund Receipts 1974 to 2004 

Annual Growth in ETF Tax Base
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Appendix 2-3 
Growth in Education Trust Fund Receipts 1994 TO 2004 

 

Annual Growth in ETF Tax Base
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Appendix 2-4 
Calculation of Net Sales Tax Receipts for FY 2003-2004 

 
Transfers as
Percent of

Category Amount Receipts

Gross Sales Tax Receipts 1,698,325,646.10$       

Less APSCA Debt Service (108,323,689.79)           -6.38%

Less Transfer to Revenue Administration (33,876,420.00)             -1.99%

Less Payments to Counties (378,000.00)                  -0.02%

Less Payments to Human Resources1 (1,322,000.00)               -0.08%

Less Payments to Human Resources2 (23,706,725.99)             -1.40%

Less Payments to Human Resources3 (1,000,000.00)               -0.06%

Transfer to General Fund for Auto Sales4 (90,199,897.49)             -5.31%

Transfer to Department of Conservation5 (5,000,000.24)               -0.29%

GF Parks Bonds6
(11,802,079.88)             -0.69%

 
Net Sales Tax to ETF 1,422,716,832.71$       83.77%

 
1Distributed for general welfare purposes.
2Distributed for administration of food stamp program.
3Distributed for foster children program
442% to General Fund; 58% to ETF
5Distributed for State Parks.
6Debt Service for Bond Issue to Renovate State Parks   
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Appendix 2-5 
Calculation of Net Income Tax Receipts for FY 2003-2004 

Refunds as
Percent of

Category Amount Receipts
Individual Income Tax Receipts 2,652,757,668.44$      
Individual Income Tax Refunds (409,069,256.24)          -15.42%

Net Tax Liability 2,243,688,412.20$      84.58%

Corporate Income Tax Receipts 299,656,006.50$         
Corporate Income Tax Refunds (44,285,633.44)            -14.78%

Net Tax Liability 255,370,373.06$         85.22%

Transfers as
Percent of

Category Amount Liability
Total Net Income Tax Liability 2,499,058,785.26$      

Less Transfer to Revenue Administration (31,889,639.00)            -1.28%

Less Transfer to Property Tax Relief Fund1 (34,035,173.86)            -1.36%

Less Political Party Transfer (83-781)2 (13,524.00)                   0.00%
 

Net Income Tax to ETF 2,433,120,448.40$      97.36%
12.5 Mills to General Fund; 3.0 Mills to Public School Fund; 1.0 Mill to Human Resources.  Levied by 
Constitution of 1901 , Section 214; Allocated by Section 40-8-3.

Transfers Before Deposit to ETF

2Every individual who files a state income tax return may designate a contribution to a political party as 
provided under this section.  Amounts of contribution for an individual return shall be $1 and, for a joint 
return, $2.  Such contributions shall in
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Appendix 2-6 
1995 Foundation Program Data for FY 2005 

# System Description

 FY 2005 
Foundation 

Program 

 FY 2005 10 
Mill 

Chargeback 
 FY 2005 Cost 

from ETF 
Percent 
Local 

Percent 
State

 Ratio 
State to 
Local 

FY 20004 
System 

ADM

Local 
Funds per 

ADM
State Funds 

per ADM
Total per 

ADM
1 School of Fine Arts  $        1,483,896  $                 -    $        1,483,896 0.00% 100.00% 0.00 351.78  n/a 4,218.25$     4,218.25$     
2 Tallassee City  $        7,684,987  $        231,180  $        7,453,807 3.01% 96.99% 32.24 1,891.11  $     122.25 3,941.50$     4,063.74$     
3 Haleyville City  $        7,180,030  $        260,140  $        6,919,890 3.62% 96.38% 26.60 1,707.76  $     152.33 4,052.03$     4,204.36$     
4 Attalla City  $        7,800,990  $        300,840  $        7,500,150 3.86% 96.14% 24.93 1,932.81  $     155.65 3,880.44$     4,036.09$     
5 Daleville City  $        6,430,940  $        268,730  $        6,162,210 4.18% 95.82% 22.93 1,589.88  $     169.03 3,875.90$     4,044.92$     
6 Winfield City  $        5,846,917  $        247,100  $        5,599,817 4.23% 95.77% 22.66 1,306.61  $     189.12 4,285.76$     4,474.88$     
7 Thomasville City  $        6,977,503  $        296,270  $        6,681,233 4.25% 95.75% 22.55 1,646.48  $     179.94 4,057.89$     4,237.83$     
8 Boaz City  $      10,358,997  $        509,450  $        9,849,547 4.92% 95.08% 19.33 2,441.08  $     208.70 4,034.91$     4,243.61$     
9 Geneva City  $        5,447,162  $        269,690  $        5,177,472 4.95% 95.05% 19.20 1,278.46  $     210.95 4,049.77$     4,260.72$     

10 Calhoun County  $      37,611,168  $     1,911,840  $      35,699,328 5.08% 94.92% 18.67 9,039.73  $     211.49 3,949.16$     4,160.65$     
11 Russellville City  $      10,054,773  $        511,360  $        9,543,413 5.09% 94.91% 18.66 2,348.84  $     217.71 4,063.03$     4,280.74$     
12 Elba City  $        4,134,116  $        211,800  $        3,922,316 5.12% 94.88% 18.52 986.96  $     214.60 3,974.14$     4,188.74$     
13 Hartselle City  $      13,257,209  $        707,560  $      12,549,649 5.34% 94.66% 17.74 3,082.24  $     229.56 4,071.60$     4,301.16$     
14 Opp City  $        6,045,491  $        326,390  $        5,719,101 5.40% 94.60% 17.52 1,389.36  $     234.92 4,116.36$     4,351.28$     
15 Macon County  $      15,589,983  $        858,200  $      14,731,783 5.50% 94.50% 17.17 3,815.97  $     224.90 3,860.56$     4,085.46$     
16 Roanoke City  $        6,064,229  $        336,600  $        5,727,629 5.55% 94.45% 17.02 1,440.65  $     233.64 3,975.73$     4,209.37$     
17 Tuscumbia City  $        6,177,386  $        349,800  $        5,827,586 5.66% 94.34% 16.66 1,425.24  $     245.43 4,088.85$     4,334.28$     
18 Fayette County  $      11,381,958  $        654,140  $      10,727,818 5.75% 94.25% 16.40 2,658.41  $     246.06 4,035.43$     4,281.49$     
19 Midfield City  $        4,850,143  $        284,120  $        4,566,023 5.86% 94.14% 16.07 1,171.43  $     242.54 3,897.82$     4,140.36$     
20 Perry County  $        9,083,375  $        537,790  $        8,545,585 5.92% 94.08% 15.89 2,155.24  $     249.53 3,965.03$     4,214.55$     
21 Talladega City  $      12,496,871  $        747,540  $      11,749,331 5.98% 94.02% 15.72 2,920.02  $     256.01 4,023.72$     4,279.72$     
22 Ozark City  $      11,646,645  $        703,300  $      10,943,345 6.04% 93.96% 15.56 2,789.80  $     252.10 3,922.63$     4,174.72$     
23 Arab City  $      11,504,807  $        702,030  $      10,802,777 6.10% 93.90% 15.39 2,703.66  $     259.66 3,995.61$     4,255.27$     
24 DeKalb County  $      34,437,099  $     2,114,520  $      32,322,579 6.14% 93.86% 15.29 8,110.98  $     260.70 3,985.04$     4,245.74$     
25 Fairfield City  $        9,392,794  $        586,640  $        8,806,154 6.25% 93.75% 15.01 2,317.88  $     253.09 3,799.23$     4,052.32$     
26 Bibb County  $      16,136,753  $     1,020,150  $      15,116,603 6.32% 93.68% 14.82 3,691.55  $     276.35 4,094.92$     4,371.27$     
27 Selma City  $      17,401,555  $     1,104,980  $      16,296,575 6.35% 93.65% 14.75 4,079.38  $     270.87 3,994.87$     4,265.74$     
28 Russell County  $      14,990,752  $        952,890  $      14,037,862 6.36% 93.64% 14.73 3,660.76  $     260.30 3,834.69$     4,094.98$     
29 Lauderdale County  $      37,235,233  $     2,378,710  $      34,856,523 6.39% 93.61% 14.65 8,911.09  $     266.94 3,911.59$     4,178.53$     
30 Dallas County  $      19,094,863  $     1,224,890  $      17,869,973 6.41% 93.59% 14.59 4,529.53  $     270.42 3,945.22$     4,215.64$     
31 Demopolis City  $        9,277,854  $        603,090  $        8,674,764 6.50% 93.50% 14.38 2,246.40  $     268.47 3,861.63$     4,130.10$     
32 Crenshaw County  $        9,981,329  $        658,080  $        9,323,249 6.59% 93.41% 14.17 2,377.33  $     276.81 3,921.73$     4,198.55$     
33 Piedmont City  $        4,422,550  $        292,480  $        4,130,070 6.61% 93.39% 14.12 1,048.96  $     278.83 3,937.30$     4,216.13$     
34 Cullman County  $      41,994,269  $     2,783,580  $      39,210,689 6.63% 93.37% 14.09 9,757.04  $     285.29 4,018.71$     4,304.00$     
35 Blount County  $      32,221,263  $     2,138,800  $      30,082,463 6.64% 93.36% 14.07 7,708.23  $     277.47 3,902.64$     4,180.11$     
36 Hale County  $      14,138,130  $        957,200  $      13,180,930 6.77% 93.23% 13.77 3,319.10  $     288.39 3,971.24$     4,259.63$     
37 Lowndes County  $      10,264,663  $        729,870  $        9,534,793 7.11% 92.89% 13.06 2,451.71  $     297.70 3,889.04$     4,186.74$     
38 Cleburne County  $      11,098,096  $        791,470  $      10,306,626 7.13% 92.87% 13.02 2,613.97  $     302.78 3,942.90$     4,245.69$     
39 Phenix City  $      21,711,565  $     1,549,340  $      20,162,225 7.14% 92.86% 13.01 5,318.72  $     291.30 3,790.80$     4,082.10$     
40 Lawrence County  $      24,497,770  $     1,752,920  $      22,744,850 7.16% 92.84% 12.98 5,786.70  $     302.92 3,930.54$     4,233.46$     
41 Bullock County  $        7,610,701  $        548,800  $        7,061,901 7.21% 92.79% 12.87 1,826.83  $     300.41 3,865.66$     4,166.07$     
42 Madison County  $      69,719,460  $     5,059,080  $      64,660,380 7.26% 92.74% 12.78 17,078.48  $     296.23 3,786.07$     4,082.30$     
43 Sheffield City  $        5,582,392  $        414,110  $        5,168,282 7.42% 92.58% 12.48 1,305.99  $     317.09 3,957.37$     4,274.45$     
44 Clay County  $        8,581,008  $        645,490  $        7,935,518 7.52% 92.48% 12.29 2,035.73  $     317.08 3,898.12$     4,215.20$     
45 Enterprise City  $      22,351,031  $     1,708,560  $      20,642,471 7.64% 92.36% 12.08 5,382.32  $     317.44 3,835.24$     4,152.68$     
46 Oxford City  $      15,309,052  $     1,174,130  $      14,134,922 7.67% 92.33% 12.04 3,735.28  $     314.34 3,784.17$     4,098.50$     
47 Conecuh County  $        8,057,747  $        619,110  $        7,438,637 7.68% 92.32% 12.02 1,864.19  $     332.11 3,990.28$     4,322.39$     
48 Linden City  $        2,602,530  $        200,390  $        2,402,140 7.70% 92.30% 11.99 579.60  $     345.74 4,144.48$     4,490.22$     
49 Jacksonville City  $        7,154,170  $        551,010  $        6,603,160 7.70% 92.30% 11.98 1,702.70  $     323.61 3,878.05$     4,201.66$     
50 Jasper City  $      11,568,610  $        903,450  $      10,665,160 7.81% 92.19% 11.80 2,689.03  $     335.98 3,966.17$     4,302.15$     
51 Lee County  $      37,855,874  $     3,006,690  $      34,849,184 7.94% 92.06% 11.59 9,301.72  $     323.24 3,746.53$     4,069.77$     
52 Geneva County  $      11,362,433  $        915,510  $      10,446,923 8.06% 91.94% 11.41 2,729.43  $     335.42 3,827.51$     4,162.93$     
53 Sylacauga City  $        9,782,944  $        790,980  $        8,991,964 8.09% 91.91% 11.37 2,317.65  $     341.29 3,879.78$     4,221.06$     
54 Lanett City  $        4,278,707  $        346,490  $        3,932,217 8.10% 91.90% 11.35 1,016.43  $     340.89 3,868.65$     4,209.54$     
55 Brewton City  $        5,884,003  $        481,350  $        5,402,653 8.18% 91.82% 11.22 1,379.69  $     348.88 3,915.85$     4,264.73$     
56 Limestone County  $      33,217,438  $     2,718,350  $      30,499,088 8.18% 91.82% 11.22 8,055.04  $     337.47 3,786.34$     4,123.81$     
57 Cherokee County  $      17,713,845  $     1,460,010  $      16,253,835 8.24% 91.76% 11.13 4,217.40  $     346.19 3,853.99$     4,200.18$     
58 Scottsboro City  $      11,770,244  $        971,490  $      10,798,754 8.25% 91.75% 11.12 2,772.95  $     350.35 3,894.32$     4,244.67$     
59 Pell City  $      16,628,416  $     1,384,700  $      15,243,716 8.33% 91.67% 11.01 4,015.04  $     344.88 3,796.65$     4,141.53$     
60 Pike County  $        8,831,024  $        754,890  $        8,076,134 8.55% 91.45% 10.70 2,135.14  $     353.56 3,782.48$     4,136.04$     
61 Jackson County  $      26,556,327  $     2,280,410  $      24,275,917 8.59% 91.41% 10.65 6,125.44  $     372.29 3,963.13$     4,335.42$     
62 Franklin County  $      12,884,342  $     1,111,670  $      11,772,672 8.63% 91.37% 10.59 3,013.80  $     368.86 3,906.26$     4,275.12$     
63 Lamar County  $      10,651,547  $        921,360  $        9,730,187 8.65% 91.35% 10.56 2,483.70  $     370.96 3,917.62$     4,288.58$     
64 Etowah County  $      36,802,713  $     3,202,650  $      33,600,063 8.70% 91.30% 10.49 8,524.43  $     375.70 3,941.62$     4,317.32$     
65 Sumter County  $      10,799,947  $        948,980  $        9,850,967 8.79% 91.21% 10.38 2,623.93  $     361.66 3,754.28$     4,115.94$     
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Appendix 2-6 (continued) 
1995 Foundation Program Data for FY 2005 

# System Description

 FY 2005 
Foundation 

Program 

 FY 2005 10 
Mill 

Chargeback 
 FY 2005 Cost 

from ETF 
Percent 
Local 

Percent 
State

 Ratio 
State to 
Local 

FY 20004 
System 

ADM

Local 
Funds per 

ADM

State 
Funds per 

ADM
Total per 

ADM
66 Eufaula City  $      11,833,380  $     1,050,640  $      10,782,740 8.88% 91.12% 10.26 2,871.93  $      365.83 3,754.53$ 4,120.36$ 
67 Pickens County  $      14,170,879  $     1,262,190  $      12,908,689 8.91% 91.09% 10.23 3,317.38  $      380.48 3,891.23$ 4,271.71$ 
68 Albertville City  $      15,408,646  $     1,376,940  $      14,031,706 8.94% 91.06% 10.19 3,655.66  $      376.66 3,838.35$ 4,215.01$ 
69 Marion County  $      15,916,632  $     1,425,140  $      14,491,492 8.95% 91.05% 10.17 3,668.98  $      388.43 3,949.73$ 4,338.16$ 
70 Muscle Shoals City  $      11,118,694  $        998,140  $      10,120,554 8.98% 91.02% 10.14 2,549.33  $      391.53 3,969.89$ 4,361.42$ 
71 Autauga County  $      37,263,147  $     3,366,610  $      33,896,537 9.03% 90.97% 10.07 9,082.52  $      370.67 3,732.06$ 4,102.73$ 
72 Chilton County  $      29,779,950  $     2,693,610  $      27,086,340 9.05% 90.95% 10.06 7,096.29  $      379.58 3,816.97$ 4,196.55$ 
73 Bessemer City  $      16,926,673  $     1,558,770  $      15,367,903 9.21% 90.79% 9.86 4,177.88  $      373.10 3,678.40$ 4,051.50$ 
74 Wilcox County  $        9,906,882  $        914,150  $        8,992,732 9.23% 90.77% 9.84 2,374.00  $      385.07 3,788.01$ 4,173.08$ 
75 Monroe County  $      18,303,771  $     1,708,400  $      16,595,371 9.33% 90.67% 9.71 4,394.32  $      388.77 3,776.55$ 4,165.33$ 
76 Oneonta City  $        5,423,493  $        507,520  $        4,915,973 9.36% 90.64% 9.69 1,298.61  $      390.82 3,785.57$ 4,176.38$ 
77 Walker County  $      34,785,578  $     3,258,500  $      31,527,078 9.37% 90.63% 9.68 8,258.65  $      394.56 3,817.46$ 4,212.02$ 
78 Henry County  $      11,620,728  $     1,100,170  $      10,520,558 9.47% 90.53% 9.56 2,735.96  $      402.11 3,845.29$ 4,247.40$ 
79 Troy City  $      10,089,578  $        961,100  $        9,128,478 9.53% 90.47% 9.50 2,402.11  $      400.11 3,800.19$ 4,200.30$ 
80 Tarrant City  $        5,570,164  $        532,940  $        5,037,224 9.57% 90.43% 9.45 1,374.56  $      387.72 3,664.61$ 4,052.33$ 
81 Butler County  $      14,973,533  $     1,482,490  $      13,491,043 9.90% 90.10% 9.10 3,541.16  $      418.65 3,809.78$ 4,228.43$ 
82 Madison City  $      27,649,863  $     2,762,990  $      24,886,873 9.99% 90.01% 9.01 6,934.78  $      398.43 3,588.70$ 3,987.13$ 
83 Andalusia City  $        7,157,557  $        728,940  $        6,428,617 10.18% 89.82% 8.82 1,697.47  $      429.43 3,787.18$ 4,216.60$ 
84 Opelika City  $      18,423,737  $     1,889,420  $      16,534,317 10.26% 89.74% 8.75 4,372.64  $      432.10 3,781.31$ 4,213.41$ 
85 Winston County  $      12,184,687  $     1,256,300  $      10,928,387 10.31% 89.69% 8.70 2,759.04  $      455.34 3,960.94$ 4,416.28$ 
86 Tallapoosa County  $      13,924,486  $     1,436,600  $      12,487,886 10.32% 89.68% 8.69 3,400.39  $      422.48 3,672.49$ 4,094.97$ 
87 Leeds City  $        5,362,310  $        557,850  $        4,804,460 10.40% 89.60% 8.61 1,282.70  $      434.90 3,745.58$ 4,180.49$ 
88 Coffee County  $        8,121,234  $        863,230  $        7,258,004 10.63% 89.37% 8.41 1,956.44  $      441.22 3,709.80$ 4,151.03$ 
89 Tuscaloosa County  $      67,213,420  $     7,171,360  $      60,042,060 10.67% 89.33% 8.37 16,122.59  $      444.80 3,724.10$ 4,168.90$ 
90 Elmore County  $      44,371,133  $     4,824,470  $      39,546,663 10.87% 89.13% 8.20 10,684.48  $      451.54 3,701.32$ 4,152.86$ 
91 Guntersville City  $        7,705,566  $        850,740  $        6,854,826 11.04% 88.96% 8.06 1,819.46  $      467.58 3,767.51$ 4,235.08$ 
92 Gadsden City  $      23,687,552  $     2,662,250  $      21,025,302 11.24% 88.76% 7.90 5,544.69  $      480.14 3,791.97$ 4,272.11$ 
93 Decatur City  $      36,496,544  $     4,183,630  $      32,312,914 11.46% 88.54% 7.72 8,805.65  $      475.11 3,669.57$ 4,144.67$ 
94 Fort Payne City  $      11,432,385  $     1,311,880  $      10,120,505 11.48% 88.52% 7.71 2,723.66  $      481.66 3,715.77$ 4,197.43$ 
95 Jefferson County  $    159,021,359  $   18,395,560  $    140,625,799 11.57% 88.43% 7.64 38,599.35  $      476.58 3,643.22$ 4,119.79$ 
96 Barbour County  $        6,032,998  $        697,910  $        5,335,088 11.57% 88.43% 7.64 1,418.99  $      491.84 3,759.78$ 4,251.61$ 
97 St Clair County  $      30,572,728  $     3,544,860  $      27,027,868 11.59% 88.41% 7.62 7,355.29  $      481.95 3,674.62$ 4,156.56$ 
98 Chambers County  $      18,419,583  $     2,137,480  $      16,282,103 11.60% 88.40% 7.62 4,400.08  $      485.78 3,700.41$ 4,186.19$ 
99 Colbert County  $      13,777,446  $     1,653,210  $      12,124,236 12.00% 88.00% 7.33 3,268.49  $      505.80 3,709.43$ 4,215.23$ 
100 Dale County  $      11,609,696  $     1,400,530  $      10,209,166 12.06% 87.94% 7.29 2,730.04  $      513.01 3,739.57$ 4,252.57$ 
101 Mobile County  $    263,434,838  $   32,713,910  $    230,720,928 12.42% 87.58% 7.05 65,037.28  $      503.00 3,547.52$ 4,050.52$ 
102 Alexander City  $      14,833,021  $     1,847,010  $      12,986,011 12.45% 87.55% 7.03 3,547.37  $      520.67 3,660.74$ 4,181.41$ 
103 Escambia County  $      19,242,365  $     2,486,620  $      16,755,745 12.92% 87.08% 6.74 4,612.57  $      539.10 3,632.63$ 4,171.72$ 
104 Marshall County  $      19,907,852  $     2,605,720  $      17,302,132 13.09% 86.91% 6.64 4,623.70  $      563.56 3,742.05$ 4,305.61$ 
105 Dothan City  $      38,413,937  $     5,193,030  $      33,220,907 13.52% 86.48% 6.40 9,011.66  $      576.26 3,686.44$ 4,262.69$ 
106 Covington County  $      13,674,978  $     1,856,880  $      11,818,098 13.58% 86.42% 6.36 3,221.64  $      576.38 3,668.35$ 4,244.73$ 
107 Coosa County  $        6,849,076  $        931,390  $        5,917,686 13.60% 86.40% 6.35 1,615.63  $      576.49 3,662.77$ 4,239.26$ 
108 Athens City  $      11,985,574  $     1,631,320  $      10,354,254 13.61% 86.39% 6.35 2,762.79  $      590.46 3,747.75$ 4,338.21$ 
109 Montgomery County  $    133,647,607  $   18,398,800  $    115,248,807 13.77% 86.23% 6.26 32,691.18  $      562.81 3,525.38$ 4,088.19$ 
110 Clarke County  $      15,044,223  $     2,118,860  $      12,925,363 14.08% 85.92% 6.10 3,559.60  $      595.25 3,631.13$ 4,226.38$ 
111 Randolph County  $        9,658,126  $     1,387,130  $        8,270,996 14.36% 85.64% 5.96 2,273.44  $      610.15 3,638.10$ 4,248.24$ 
112 Florence City  $      17,644,546  $     2,546,740  $      15,097,806 14.43% 85.57% 5.93 4,145.42  $      614.35 3,642.04$ 4,256.40$ 
113 Talladega County  $      32,228,113  $     4,710,550  $      27,517,563 14.62% 85.38% 5.84 7,702.02  $      611.60 3,572.77$ 4,184.37$ 
114 Marengo County  $        7,093,912  $     1,041,870  $        6,052,042 14.69% 85.31% 5.81 1,678.61  $      620.67 3,605.39$ 4,226.06$ 
115 Shelby County  $      93,544,914  $   13,768,860  $      79,776,054 14.72% 85.28% 5.79 22,697.28  $      606.63 3,514.78$ 4,121.42$ 
116 Birmingham City  $    142,186,384  $   21,342,280  $    120,844,104 15.01% 84.99% 5.66 34,274.72  $      622.68 3,525.75$ 4,148.43$ 
117 Greene County  $        6,788,241  $     1,019,330  $        5,768,911 15.02% 84.98% 5.66 1,634.81  $      623.52 3,528.80$ 4,152.31$ 
118 Auburn City  $      19,534,190  $     3,090,750  $      16,443,440 15.82% 84.18% 5.32 4,695.34  $      658.26 3,502.08$ 4,160.34$ 
119 Tuscaloosa City  $      42,140,546  $     6,827,880  $      35,312,666 16.20% 83.80% 5.17 9,932.62  $      687.42 3,555.22$ 4,242.64$ 
120 Cullman City  $      11,119,626  $     1,836,370  $        9,283,256 16.51% 83.49% 5.06 2,660.81  $      690.15 3,488.88$ 4,179.04$ 
121 Houston County  $      25,496,990  $     4,255,680  $      21,241,310 16.69% 83.31% 4.99 6,197.61  $      686.66 3,427.34$ 4,114.00$ 
122 Huntsville City  $      93,486,402  $   15,661,740  $      77,824,662 16.75% 83.25% 4.97 22,573.14  $      693.82 3,447.67$ 4,141.49$ 
123 Vestavia Hills City  $      21,695,388  $     3,957,850  $      17,737,538 18.24% 81.76% 4.48 5,222.06  $      757.91 3,396.66$ 4,154.57$ 
124 Choctaw County  $        9,234,971  $     1,705,120  $        7,529,851 18.46% 81.54% 4.42 2,144.54  $      795.10 3,511.17$ 4,306.27$ 
125 Anniston City  $      11,213,573  $     2,137,190  $        9,076,383 19.06% 80.94% 4.25 2,677.53  $      798.19 3,389.83$ 4,188.03$ 
126 Morgan County  $      31,583,879  $     6,144,180  $      25,439,699 19.45% 80.55% 4.14 7,574.47  $      811.17 3,358.61$ 4,169.78$ 
127 Mt Brook City  $      17,441,329  $     3,470,880  $      13,970,449 19.90% 80.10% 4.03 4,150.37  $      836.28 3,366.07$ 4,202.36$ 
128 Washington County  $      15,100,896  $     3,160,870  $      11,940,026 20.93% 79.07% 3.78 3,572.31  $      884.83 3,342.38$ 4,227.21$ 
129 Hoover City  $      45,172,176  $     9,804,130  $      35,368,046 21.70% 78.30% 3.61 11,134.80  $      880.49 3,176.35$ 4,056.85$ 
130 Baldwin County  $      99,083,955  $   21,552,090  $      77,531,865 21.75% 78.25% 3.60 23,977.91  $      898.83 3,233.47$ 4,132.30$ 
131 Homewood City  $      13,559,840  $     3,812,830  $        9,747,010 28.12% 71.88% 2.56 3,268.32  $   1,166.60 2,982.27$ 4,148.87$ 

3,049,260,099$  351,529,520$ 2,697,730,579$  11.53% 88.47% 7.67 732,461.91  $      479.93 3,683.10$ 4,163.03$ 
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Appendix 2-7 
FY 2005 Local Chargeback Per ADM  

2005 Local Chargeback Per ADM
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Appendix 2-8 
FY 2005 State Foundation Program Allocation Per ADM 

2005 State Allocation Per ADM
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Appendix 2-9 
Total Foundation Program Cost Per ADM 

2005 Foundation Cost Per ADM
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Appendix 2-10 
Statutory State Pay Raises for Teachers with Years of Proration of ETF 

Fiscal Governor Percent Salary Cumulative Proration Calendar All Urban Fiscal 
Year Notes of Budget Increase Base Increase Percentage Uear CPI Year

1969-70 Brewer n/a $1.0000 n/a 1970 5.72% 1969-70
1970-71 Brewer 8.20% $1.0820 8.20% 1971 4.38% 1970-71
1971-72 Wallace 5.00% $1.1361 13.61% 1972 3.21% 1971-72
1972-73 Wallace 4.76% $1.1902 19.02% 1973 6.22% 1972-73
1973-74 Wallace 13.73% $1.3536 35.36% 1974 11.04% 1973-74
1974-75 Wallace 0.00% $1.3536 35.36% 1975 9.13% 1974-75
1975-76 Wallace 13.78% $1.5401 54.01% 1976 5.76% 1975-76
1976-77 Wallace 0.00% $1.5401 54.01% 1977 6.50% 1976-77
1977-78 Wallace 12.47% $1.7322 73.22% 1978 7.59% 1977-78
1978-79 Wallace 11.08% $1.9241 92.41% 1979 11.35% 1978-79
1979-80 a James 0.00% $1.9241 92.41% 2.98% 1980 13.50% 1979-80
1980-81 James 16.00% $2.2319 123.19% 6.14% 1981 10.32% 1980-81
1981-82 James 0.00% $2.2319 123.19% 3.57% 1982 6.16% 1981-82
1982-83 James 15.00% $2.5667 156.67% 1983 3.21% 1982-83
1983-84 Wallace 0.00% $2.5667 156.67% 0.00% 1984 4.32% 1983-84
1984-85 Wallace 15.00% $2.9517 195.17% 1985 3.56% 1984-85
1985-86 b Wallace 13.00% $3.3355 233.55% 1986 1.86% 1985-86
1986-87 Wallace 0.00% $3.3355 233.55% 4.21% 1987 3.65% 1986-87
1987-88 Hunt 0.00% $3.3355 233.55% 0.00% 1988 4.14% 1987-88
1988-89 Hunt 7.50% $3.5856 258.56% 1989 4.82% 1988-89
1989-90 Hunt 0.00% $3.5856 258.56% 1990 5.40% 1989-90
1990-91 Hunt 8.00% $3.8725 287.25% 6.50% 1991 4.21% 1990-91
1991-92 Hunt 0.00% $3.8725 287.25% 3.00% 1992 3.01% 1991-92
1992-93 Hunt 0.00% $3.8725 287.25%  1993 2.99% 1992-93
1993-94 Hunt 6.50% $4.1242 312.42%  1994 2.56% 1993-94
1994-95 Folsom 8.50% $4.4748 347.48% 1995 2.83% 1994-95
1995-96 c James 0.00% $4.4748 347.48%  1996 2.95% 1995-96
1996-97 James 4.00% $4.6537 365.37%  1997 2.29% 1996-97
1997-98 d James 0.00% $4.6537 365.37% 1998 1.56% 1997-98
1998-99 e James 8.50% $5.0493 404.93% 1999 2.21% 1998-99
1999-00 f Siegelman 1.11% $5.1054 410.54% 2000 3.36% 1999-00
2000-01 Siegelman 4.00% $5.3096 430.96% 6.20% 2001 2.85% 2000-01
2001-02  Siegelman 0.00% $5.3096 430.96%  2002 1.58% 2001-02
2002-03 g Siegelman 3.00% $5.4689 446.89% 4.41% 2003 2.28% 2002-03
2003-04  Riley 0.00% $5.4689 446.89%  2004 1.47% 2003-04
2004-05 Riley 0.00% $5.4689 446.89% 2005 1.66% 2004-05
2005-06 h Riley 5.34% $5.7610 476.10% 2006 2.21% 2005-06

hCPI  for 2004 through 2006 estimated.

g Proration was offset by withdrawal from the ETF Rainy Day Fund.

fThe salary matrix was adjusted by a factor of 182/180 to reflect increased contract period of two days.

c The required minimum teacher salary of 95.00% of the state salary matrix in the 1995 Foundation Program resulted in pay raises for some teachers which 
averaged 2.55%  but was not considered to be a state pay raise.

a Does not include a one-time bonus of 1.75%, which not considered to be a pay raise.
b Based upon a 5.0% pay raise for all teachers plus an additional salary allocation of 10.00% for qualifying teachers.

d The minimum teachers' salary was increased to 97.50% of the state salary matrix.
e The minimum teachers' salary was increased to 100.00% of the state salary matrix.
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Appendix 2-11 

Constitutional Statutory Constitutional Statutory  Statutory
Personal and 
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3. ALABAMA PUBLIC SCHOOL AND COLLEGE AUTHORITY 
 
 Over the development of Alabama’s public school system first created in 1854, 
the prevailing assumption was that the state would provide funding for the salaries of 
teachers and school buildings would be a local problem.  This situation was improved 
by the inclusion of a cost factor in the 1935 Minimum Foundation Program for capital 
outlay, but the amount quickly became capped as competition for funds for salaries won 
out over school buildings.  Finally, in 1959 the state began the first state bonding 
authority designed to provide capital outlay for schools.   
 

School facilities in Alabama, as elsewhere, have been financed in the following ways 
over the years:   

 
1. Pay as you go with local revenues.  The local tax revenues of a local school 

system are accumulated in a capital reserve fund over time until the principal and 
interest earned is sufficient to pay 100% of the cost of a capital project.  Such a 
procedure would be subject to the earmarking of any tax levied for such purpose 
and based upon the passage of a resolution of the board to authorize such an 
expenditure 

 
2. Warrant issues by local boards.  As will be discussed in a later document, a 

warrant issue is similar to a bond issue.  It represents money borrowed by a local 
board of education with a promise to repay from future revenues from a tax, 
which is referenced for the purpose of repayment, such as an ad valorem tax.  
Such warrants should have pledged for repayment only such revenues as shall 
have been authorized by statute. 

 
3. Pay as you go by county commissions and city councils.  In many ways, 

local schools have been viewed as financial wards of the respective 
governmental unit in which they are located.  For the purpose of capital outlay, 
county commissions and/or city councils can set aside each year a portion of 
their tax revenues into a capital reserve fund until the principal and interest 
earned is sufficient to pay 100% of the cost of a capital project in the local school 
system.  Such a procedure would be subject to the earmarking of any tax levied 
by the county commission or city council for such purpose and based upon the 
passage of a resolution of the governmental unit to authorize such an 
expenditure 

 
4. Warrant and/or bond issues by county commissions and city councils.  As 

will be discussed in this Chapter, a warrant issue is similar to a bond issue.  It 
represents money borrowed by a local governmental unit with a promise to repay 
from future revenues from a tax, which is referenced for the purpose of 
repayment, such as an ad valorem tax 

 
5. Cost factor in 1935 Foundation Program. The 1935 Foundation Program as 

amended included a cost factor for each teacher unit earned to be expended 
solely for capital outlay.  These funds could be expended annually or 
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accumulated in a reserve fund (carried over) until they were sufficient to fund a 
project. 

 
6. State revenue bond issues.  The State of Alabama began the practice in 1959 

of pledging certain tax receipts of the state for repayment of state revenue bonds 
and apportioning the proceeds thereof to local school systems for capital outlay 
purposes. 

 
7. Capital Purchase Program, 1995.  The new school finance plan passed by the 

Legislature in 1995 redirected the proceeds of the Public School Fund into a 
guaranteed tax yield plan with a required match for local boards of education for 
capital purchase purposes.   However, the legislature did not statutorily provide 
for the pledge of these state revenues for local warrant issues. 
 

 The issues around local warrants will be covered in another discussion.   
Wherever a local governmental unit undertakes to sell warrants, they could choose to 
undertake to sell bonds if first approved in a referendum and if local constitutional debt 
limits are not exceeded.  These limitations make warrant issues much more desirable. 
 

In addition, certain local boards of education over the years have received as 
gifts from local governmental units certain lands and buildings.  Also, such gifts may 
have been made by individuals or corporate entities to a local board of education.  In 
order to fully understand the state and local role in financing capital outlay, some 
background information is essential. 
 

The Constitution of 1901 and State Debt 
 
 The Constitution of 1901 was adopted by the people at a time in which the State 
remained in debt from bankruptcy resulting from the Civil War and the excesses of 
Reconstruction.  It was necessary in the new constitution to place a provision, which 
validated previous bonded debt of the State, Article XXVII, Section 283.  This Section 
referred to authority to issue bonds in the 1890’s, bonds that were to repay a state debt 
incurred by spending more than it received (Brookings, Vol. 3, p. 269) 
 
Constitutional Limit on State Debt, 1901 
 
 In order to prevent this from ever happening again, the Constitution of 1901 made 
a strong statement to prevent the State of Alabama from incurring additional debt: 
 

 After the ratification of this Constitution, no new debt shall be 
created against or incurred by the State, or its authority, except to repel 
invasion or suppress insurrection, and then only by a concurrence of two-
thirds of the members of each House of the Legislature, and the vote shall 
be taken by yeas and nays, and entered on the Journals; and any act 
creating or incurring any new debt against this State, except as herein 
provided for, shall be absolutely void; provided the Governor may be 
authorized to negotiate temporary loans never to exceed three hundred 
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thousand dollars, to meet the deficiencies in the treasury, and fund and 
until the same is paid no new loan shall be negotiated; to provided further 
that this section shall not be so construed as to prevent the issuance of 
bonds for the purpose of refunding the existing bonded indebtedness of 
the State (Constitution of 1901, Article XI, Section 213). 
 

 However, by 1931 the State had managed with several amendments (XI, XII, and 
XXI) to the Constitution and by creative utilization of Sections 213, and 283, to create a 
state indebtedness in excess of $81 million (Brookings. Vol. 3, p. 271).  Fortunately, the 
State did not find a reason to use Section 90 which provided that should the state 
purchase any foreign territory, the legislature, with the approval of the governor, would 
be authorized to issue state bonds to pay for the purchase of such foreign territory.  
Interestingly, the State Board of Education was authorized by statute to borrow over 
$900 thousand for institutions under its control within the limitations of the income of 
such institutions for four years (Brookings, Vol. 3, p, 273). Amendments XI, XII, and XXI 
were concluded to be constitutional even through they were not in compliance with 
Section 213.  As constitutional amendments, they possessed equal standing with 
Section 213, not subservience.  
 
 With the dawn of the age of the automobile, the expectation of the public was 
that the need for a system of state roads would be met by legislative action.  Prior to this 
development, the need for extensive highways and other internal improvements was 
minimal and the state experienced little necessity for borrowing to finance large public 
improvement projects.  Highways and bridges would become a necessary large-scale 
public improvement project.  The limitations imposed by the very strict Constitution of 
1901 of the state were acting to inhibit many of the works of state government that were 
considered popular and necessary (Motion of State Employees Association, 1995, pp.  
6, 8, and 20). 
 

 With the advent of the modern state, the need for financing in many 
public areas has expanded, but Alabama continues primarily to rely on the 
financing techniques that developed out of a series of cases from 1927 to 
1937 that are herein collectively referred to as the “state bride cases.”  
Occasionally, a Governor will have the courage to propose a constitutional 
amendment that authorizes the state to issue general obligation bonds, 
but political factors have generally favored use of the off-balance sheet 
approach to state finance that was initially developed through the state 
bridge cases (Motion of State Employees Association, 1995, pp. 8-9), 

 
Bypassing the Constitutional Limit on Debt, 1927 
 
 In an attempt to bypass the constitutional limitation on debt, the legislature in 
1927 created the Alabama Bridge Corporation (Act 1927, No. 292) to issue bonds.  This 
act set aside the tolls collected from toll bridges for a special fund created in the State 
Treasury.  Citizen and taxpayer George L. Smith of Brewton filed suit in Montgomery 
County Circuit Court to rule the Act invalid on several constitutional bases, one of which 
was Section 213.  The Supreme Court of Alabama reversed the lower court decision in 
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an Opinion of May 4, 1928 (Alabama State Bridge Corp. v. Smith, 217 Ala. 311, 116 So. 
695, 1928), affirming that the creation of this statutory bonding authority was 
constitutional as a “debt” was not created and (Brookings, Vol. 3, pp. 276-279).   
 

The argument used was that the obligations created the Alabama Bridge 
Corporation in the sale of bonds would be covered by the new excise tax on two cents 
per gallon upon gasoline or any substitute thereof (See Amendment 21, Constitution of 
1901).  While Amendment 21 provided for the sale of up to $25 million in bonds for the 
construction, improvement, repair, and maintenance of public roads, highways, and 
bridges, the Court concluded that such revenues to the fund that would exceed the 
required debt service on the $25 million issue could be used to retire additional bond 
issues.  Therefore as the revenues to retire additional bonds were being assessed and 
collected, a “debt” was not being created simply because there was not enough money 
in the Treasury at the time of issuance to pay off the bonds.  The money would be 
collected:  there would not be debt!  The Legislature was still prohibited from creating 
debt by appropriations exceeding revenues.    
 

 Our judgment is that “debt,” within the meaning, the purview, the 
whole content, of the constitutional provision, is that which the state in any 
event is bound to pay, an obligation secured by the general faith and 
credit of the state.  Bonds that may be issued for the construction of 
bridges under this act will not evidence such an obligation.  The surplus of 
several funds pledged in the first place for the security of bonds, the 
proceeds of which have, or will have, been used for other designated 
purposes or of funds devoted to other specified purposes—these surplus 
funds, along with the right to collect tolls, are pledged for the security of 
bonds to be negotiated for the building of bridges.  If these special funds 
should for any reason fail of realization, or should be exhausted in 
execution of the primary purposes for which they may be raised, nothing 
will be left to creditors advancing money on the faith of the bonds 
authorized but the right to collect tolls.  There is no promise of the part of 
the state to pay in any event; there is no pledge that there will be a surplus 
of any fund; there is no pledge of the general credit of the state; there will 
no debt within the meaning of section 213 (Alabama State Bridge 
Corporation v. Smith, 217 Ala 311, p. 316). 

 
 In concurring with the majority Opinion of the Court written by Justice Sayre, 
Justice Bricken added the following comments: 
 

 The inhibition in section 213 of the Constitution against the 
creation, with certain exceptions, of any new “debt” does not invalidate the 
act in question.  Any debt incurred by the corporation will be a corporate 
debt for which the state will neither be legally nor morally responsible.  
Persons dealing with the corporation are advised in advance by the text of 
the act that the tolls collected from the bridges it is authorized to construct 
are specially pledged for the payment and retirement of notes, bonds, and 
mortgages, principal and interest, as they become due until the whole of 
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them shall be paid.  The provisions in the act that the interest on said 
bonds may be paid out of certain other funds therein enumerated, on 
requisition of the corporation, approved by the Governor, and by warrants 
drawn upon the state auditor upon the state treasury, designating the 
funds out of which said interest may be paid, does not, in my opinion, 
constitute a pledge of those funds or the faith and credit of the state to the 
payment of either interest of principal (Alabama State Bridge Corporation 
v. Smith, 217 Ala 311, pp. 321-322). 

 
Surplus of Revenue to Pay Bonds Not Debt of State 
 
 On the basis of this decision and subsequent rulings by the Supreme Court along 
the same lines, the following situation exists.  The state may authorize by statute bond 
issues, which are made by separate corporations, which are not private.  Private 
corporations would be clearly unconstitutional by Section 94.  The corporation so 
created must be a public institution, a creation clearly within the power of the legislature 
as found in Section 229.  This corporation must also have an earmarked source of 
revenue which has not been previously committed (appropriated) for current operations. 
And, bondholders must realize that no financial obligation of the state exists.  These 
provisions would lead to the creation of the Alabama Public School and College 
Authority, which is used today for the issuance of bonds for education purposes and 
whose guarantee of repayment to bond holders is the first proceeds of the sales tax 
before it is deposited into the ETF. 
 
State Bonding Corporations for Education  
 
 With the loophole so created by the courts, it was now possible for the 
Legislature to begin paying for public school and college and university capital outlay by 
issuing bonds, revenue bonds that were not a debt of the state.  Such revenue bonds 
could be issued by statutory authority of the Legislature and the need to amend the 
Constitution by a vote of the people was bypassed.   Pursuant to Section 213 of the 
Constitution of Alabama of 1901, as amended by Amendment 26 (the “Constitutional 
Budget Amendment”) the State is prohibited from incurring debt, and the only method 
by which general obligation debt of the State can be incurred is by an amendment of the 
Constitution.  
 

Although conventions proposed by the legislature and approved by the electorate 
may be called for the purpose of amending the Alabama Constitution, all amendments 
historically have been adopted through a procedure which required them to be 
proposed by a favorable vote of three-fifths of all members of each house of the 
legislature and approved by a majority of the voters of the State voting in a statewide 
election.  That the debt prohibition contained in the Constitutional Budget Amendment 
does not apply to obligations incurred for current operating expenses payable during the 
current fiscal year, debts incurred by separate public corporations functioning as 
instrumentalities of the State, or State debt incurred to repel invasion or suppress 
insurrection. 
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 The State may also make temporary loans not exceeding $300,000 to cover 
deficits in the State Treasury. Limited obligation debt may be authorized by the 
Legislature without an amendment to the Constitution. The State has followed the 
practice of financing certain capital improvement programs (principally for highways, 
education and improvements to the State docks) through the issuance of limited 
obligation bonds payable solely out of certain taxes and other revenues specifically 
pledged for their payment and not from the general revenues of the State. Such limited 
obligation bonds are not general obligations of the State, and the full faith and credit of 
the State are not pledged to the payment thereof. 
 

On November 7, 2000 the Alabama voters ratified Amendment 666 that 
authorized the creation of the Alabama Capital Improvement Trust Fund and the 
payment debt service on certain general obligation bonds. Transfers into the Alabama 
Capital Improvement Fund are an amount up to 28% of all Oil and Gas Capital 
Payments received into the Alabama Trust Fund.  The Legislature (through enabling 
legislation) and the Governor (by executive order) have created public corporations and 
authorities of the State for the purpose of financing certain projects and programs such 
as public highways, public education facilities, judicial facilities, student loans, industrial 
site preparation grants and surveys, single and multi-family housing, economic 
development and industrial recruitment, wastewater collection treatment and related 
facilities, and agricultural development loans. The obligations of such public 
corporations and authorities are not obligations of the State but are limited obligations of 
the issuer, payable solely from the revenues pledged for the obligations of each such 
issuer including, in some cases, earmarked tax revenues and, in other cases, revenues 
from the projects or programs financed. 
 
Types of State Bonds Issued by the State of Alabama 
 
General Obligation Bonds – pledge the full faith and credit of the State of Alabama, 
and are payable from taxes and other general revenues sources. General Obligation 
Bond issues are authorized by Constitutional Amendments. 
 
Revenue Bonds or Special Revenue Bonds – as used by the State of Alabama are 
limited obligations that are generally issued by public corporations of the State that are 
established by Acts of the Alabama Legislature. Specific revenues are pledged for the 
payment of principle and interest.  
 
Advance Refunding Bonds –  issued to retire an outstanding bond issue, or portion 
thereof. A portion of the proceeds from the sale of the advance refunding is deposited 
with an escrow agent pursuant to an escrow trust agreement and is invested in certain 
United States Treasury Obligations in such amounts with certain maturities to provide 
sufficient funds to pay the remaining principal and interest on the refunded bonds as 
they become due. The refunded bond debt is considered to be retired for financial 
reporting purposes, even though the debt is still legally outstanding and the issuer of the 
bonds has not been released from the debt obligation. Retirement of debt in this manner 
is commonly referred to as “in-substance defeasance”.  
 
    
  76        
     



Alabama Public School Finance Reference 
Revenues - Alabama Public School and College Authority 
 
 
Capital Appreciation Bonds - are bonds that are sold at a substantial discount and do 
not pay any interest until the bonds mature. Based on the original offering price, the 
bonds accrete (increase) in value as semi-annual interest earned is compounded from 
the original issuance date to the date of maturity.  
 
Grant Anticipation Bonds – pledges the receipts of a particular grant for the payment 
of principle and interest on the bonds. 

 
  Debt management of the State of Alabama in provided by The Division of Debt 
Management and Capital Planning of the Department of Finance.  The Division of Debt 
Management and Capital Planning maintains the official records (minutes) of authorities 
for which the Finance Director is Secretary. Additionally, the division maintains the 
accounting for eight authorities.  
 

The Alabama Public School Corporation, 1939 
 
 The Alabama Public School Corporation was created by the legislature in 1939 
with the purpose of assisting local boards of education to pay teachers’ salaries and 
other current expenses as they became due by borrowing money in anticipation of 
receipts of the proceeds of the minimum fund appropriation from the state.  The funds 
so borrowed would be credited to the minimum program fund in order to allow 
disbursement during the fiscal year in a timely manner (Code of Alabama 1975, 
Sections 16-14-1 to 16-14-19).   
 
 The public corporation so created to allow the state to borrow money was 
composed of the director of the department of finance, the commission of revenue, and 
the state superintendent of education.  The issue of whether or know this action creates 
a “debt” of the state was addressed in an Advisory Opinion of the State Supreme Court 
(Opinions of Justices, 264 Ala. 293. 191 So. 2d 391) in 1939).  They determined that 
borrowing money to assist local boards in paying current expenses in anticipation of the 
proceeds of the minimum program fund does not violate Section 213 in that no new 
debt is created or incurred by the state.   
 
 This public corporation as affirmed by the State Supreme Court in 1956 (Opinion 
of Justices, 264 Ala. 276, 85 So. 2d 391).  Money borrowed would be secured though 
the issuance of interest-bearing notes or warrants for which payment is pledged during 
the fiscal year by anticipated proceeds of the minimum program fund appropriation.  
The total of outstanding loans was capped at $15 million.  In addition, all notes must be 
paid during the current fiscal year.  The total amount of notes and warrants outstanding 
within any fiscal year could not exceed 40 percent of the total minimum program fund 
appropriation nor could issue including principal and interest exceed 90 percent of the 
remaining unpaid minimum program fund balance for that fiscal year. 
 
 In addition to the minimum program fund, in 1955 the Alabama Public School 
Corporation was authorized to borrow money and issue interest-bearing notes of 
warrants on behalf of any state agency or institution receiving an annual appropriation 
from the Alabama Special Educational Trust fund upon request from that agency or 
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institution.  The same limitations on borrowing and repayment applied as specified for 
the minimum program fund.  The credit of the state was not involved: 
 

 No warrant or note issued by the corporation shall be the debt of 
the state of Alabama, nor shall the state of Alabama or its general faith 
and credit be pledged to the payment of said obligations, and said 
obligations shall not in any event be deemed or considered a debt or an 
obligation of the state of Alabama, but the purchases or assignee or 
holder of any such warrants or notes issued by said corporation shall look 
solely to funds appropriated to the minimum program fund for the payment 
of the principal of and interest on said warrants or notes (Code of 
Alabama, 1975, Section 16-14-18). 
 

A similar disclaimer was included for borrowing on behalf of agencies and institutions 
receiving appropriations from the Alabama Special Educational Trust Fund (Code of 
Alabama, 1975, Section 16-14-10).  The continued existence of this Corporation was 
secured by the legislature in 1963. 
 

Alabama Education Authority, 1959 
 

 The Legislature in 1959 addressed the problem of increasing enrollments in the 
public schools of Alabama and in the institutions of higher education by concluding that 
taxes and other revenues set aside for construction were insufficient.  The only feasible 
way which the Legislature could determine to meet growing capital needs was to sell 
bonds.  The issue was how to avoid the limitation imposed by Section  213.  The 
solution was to create a public corporation comprised of the director of finance, the 
commission of revenue, the attorney general, the state auditor, and the state 
superintendent.  These positions were incorporated at the Alabama Education Authority 
(Code of Alabama 1975, Section 16-15-1 through 16-15-13-15.   
 
 In order that a debt not be created against the state, an unused revenue stream 
had to be set aside for the purpose of retiring the principal and interest of the bonds to 
be issues.  The solution was found by anticipating the receipt of a portion of the 
revenues devoted by law to educational purposes.   
 

 It is, therefore, necessary and desirable that those portions of the 
excise taxes known as the state sales tax and the state use tax that are 
required by law to be paid into the Alabama special educational trust fund 
be anticipated in the manner hereinafter provided for the purpose of 
effecting the needed capital outlays.  It is the intention of the legislature by 
the passage of this chapter to authorize the formation of a public 
corporation for the purpose of providing for the acquisition of such 
buildings, including sites and equipment therefore, and to authorize said 
corporation, in order to provide such acquisition, to anticipate those 
portions of the two excise taxes hereinafter referred to that are now 
required by law to be paid into the Alabama special education fund by 
issuing the bonds of said corporation payable solely out of and secured by 
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a pledge of the said portions of those excise taxes (Code of Alabama 
1975, Section 16-15-2),  

 
 The Alabama Education Authority was authorized to sell and issue bonds not to 
exceed $100 million dollars for the purpose of providing funds for the acquisition of 
public school and college building sites, for the construction, reconstruction, alteration 
and improvement of public school and college building facilities, for the procurement of 
equipment therefore and for payment of obligations incurred for any of such purposes.  
These bonds were sold and the proceeds distributed as was provided for by the 
Legislature.   
 
 The process that was begun with this bond issue would be used in bond issues 
from the new corporations created by the Legislature.  The first proceeds of the annual 
collection from the sales and use taxes would be set aside to cover the annual debt 
service of the bond issue.  In this specific case, bonds issued under Amendment 117 of 
the Constitution for construction and improvements at the Alabama Institute for Deaf 
and Blind would be retired in the same manner.  For all practicable purposes, the 
proceeds of the state four percent sales tax is more than enough to cover any bond 
issue. 
 
 By setting the first proceeds aside for debt service, and depositing the residue 
into the Alabama special educational trust fund, no current revenues are redirected from 
objects of appropriation.  Therefore, no “debt” is created.  This is the rationale repeated 
by the State Supreme Court in 1959 when reviewing the constitutionality of the Alabama 
Education Authority.  Since payments for capital outlay and principal would be made out 
of the surplus of taxes levied and appropriated to the special school fund, there was 
obviously no plan or purpose to pledge money in the general fund of the state—which 
would by indirection create a debt against the state.  Only surplus monies in a special 
fund created for educational purposes were involved; therefore no violation of Section 
213 (Opinion of the Justices, 270 Ala. 127, 116 So. 2d 588). 
 

Alabama Public School and College Authority, 1965 
 

 The Legislature concluded in 1965 that a new public corporation should be 
created to meet the further expanding needs of the public schools of the state and those 
of the institutions of higher education.  They created the Alabama Public School and 
College Authority whose membership would be composed of the governor, the state 
superintendent of education and the director of finance (Code of Alabama 1975, 
Sections 16-16-1 through 16-16-13).  Once again, the state created a public corporation 
to issue debt with only the pledge of certain earmarked revenues to guarantee payment 
as this is not a state debt.   
 
  

    
  79        
     



Alabama Public School Finance Reference 
Revenues - Alabama Public School and College Authority 
 
 

Table 3-1 
Issues of Alabama Public School and College Authority 

 
Fiscal 
Year 

Dollar Amount 

1965 $116,000,000.00  
1967 $5,000, 000.00 
1969 $11,900,000.00  
1971 $53,000,000.00  
1971 $15,000,000.00  
1971 $2,000,000.00  
1973 $179,921,000.00  
1978 $220,325,000.00  
1985 $310,000,000.00  
1990 $16,000,000.00  
1995 $215,000,000.00  
1998 $550,000,000.00  
1999 $89,000,000.00  
2001 $97,455,000.00  
2002 $75,000,000.00  
2003 $15,400,000.00  

 
 
The sales tax first and the use tax second were pledged to retire any bonds issue 

after retirement of the bonds issued under Amendment 117 and those issued by the 
Alabama Education Authority in 1959; 

 
§ Section 16-16-2.  Legislative findings of fact and declaration of 
intent; liberal construction of chapter. 
 

The Legislature hereby makes the findings of fact and declaration 
of intent hereinafter set forth in this section. The great increase during 
recent years in the number of students enrolled in the public schools and 
in other educational institutions in the state that are supported wholly or in 
part by the state, the anticipated further increase in the enrollment of 
students in such schools and educational institutions resulting from the 
greatly increased birth rate and other factors, the increased enrollment in 
other public institutions in the state and the need to supply additional 
educational facilities at those other public institutions for the purpose of 
maintaining and further developing educational programs for the inmates 
of those institutions have made it imperative that buildings and other 
facilities for educational purposes be constructed and equipped in all parts 
of the state. The taxes and other revenues set aside and devoted by law 
to educational purposes are not sufficient to make the large capital outlays 
required for such construction and to carry on also the maintenance and 
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operation of the said schools and institutions. The only feasible way in 
which the needed buildings can be provided is by anticipating the receipt 
of a portion of the revenues devoted by law to educational purposes by 
capitalizing those revenues to the end that they may be applied for 
retirement of the costs of said construction as such revenues are received 
during the useful life of said buildings. It is, therefore, necessary and 
desirable that those portions of the excise taxes known as the state sales 
tax and the state use tax that are required by law to be paid into the 
Education Trust Fund be anticipated in the manner hereinafter provided 
for the purpose of effecting the needed capital outlays. It is the intention of 
the Legislature by the passage of this chapter to authorize the formation of 
a public corporation for the purpose of providing for the acquisition of such 
buildings, including sites and equipment therefor, and to authorize said 
corporation, in order to provide for such acquisition, to anticipate those 
portions of the two excise taxes hereinafter referred to that are now 
required by law to be paid into the Education Trust Fund by issuing the 
bonds of said corporation payable solely out of and secured by a pledge of 
the said portions of those excise taxes. This chapter shall be liberally 
construed in conformity with said purpose (Section 16-16-2, Code of 
Alabama 1975). 

 
No court challenge faced this new corporation and numerous issues have been made 
by the Authority.  From 1967 to this date, the Legislature has authorized the Alabama 
Public School and College Authority to sell the following issues as shown in the Table 
above. 
 

These issues generally listed in the enabling legislation an apportionment of the 
issue by purpose.  Generally, an amount is set aside for elementary/secondary 
education along with a plan of apportionment for each local board of education.  An 
amount may also be set aside to be apportioned to the two-year college system of the 
state, and an amount is usually stipulated for each four-year institution of the state.  In 
addition, a discretionary amount(s) may be stipulated to be allocated for a general or 
specific purpose as directed by the Authority.  A list of these major issues and their 
distribution by category is found the Table 3-2 which follows: 
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Table 3-2 
Bond Issues for Education with Distribution by Amount and Percent 

 Higher Elementary/ Total
Date and Type of Education Secondary Bond

# Bond Issue Amount Education Issue
1. 1959 AEA Bond Issue 26,000,000$       74,000,000$       100,000,000$     

 Percent of Total 26.00% 74.00%
2. 1965 APSCA Bond Issue 55,300,000$       60,700,000$       116,000,000$     

 Percent of Total 47.67% 52.33%
3. 1973 APSCA Bond Issue 76,621,000$       103,300,000$     179,921,000$     

 Percent of Total 42.59% 57.41%
4. 1978 APSCA Bond Issue 102,125,000$     118,200,000$     220,325,000$     

 Percent of Total 46.35% 53.65%
5. 1985 APSCA Bond Issue 126,000,000$     184,000,000$     310,000,000$     

 Percent of Total 40.65% 59.35%  
6. 1995 APSCA Bond Issue 23,000,000$       192,000,000$     215,000,000$     

 Percent of Total 10.70% 89.30%
7. 1998 APSCA Bond Issue 131,000,000$     419,000,000$     550,000,000$     

 Percent of Total 23.82% 76.18%
8 1999 APSCA Bond Issue 89,000,000$       -$                       89,000,000$       

 Percent of Total 100.00% 0.00%
9 2001 APSCA Bond Issue 38,676,928$       58,778,072$       97,455,000$       

 Percent of Total 39.69% 60.31%
10 2002 APSCA Bond Issue 75,000,000$       -$                   75,000,000$       

 Percent of Total 100.00% 0.00%
11 2003 APSCA Bond Issue -$                   15,400,000$       15,400,000$       

0.00% 100.00%
Total All Issues 667,722,928$     1,209,978,072$  1,877,701,000$  

 Percent of Total 35.56% 64.44%   
 

 
Unique Provisions of the APSCA Bond Issue of 1998 

 
 The principal purpose of the Issue of 1998 was to provide for the removal of 
portable classrooms and substandard classrooms.   In keeping with construct of the 
courts described previously, the Bonds are not general obligations of the Authority, but 
are instead limited obligations payable solely out of the residues of tax receipts pledged 
by the Legislature.  “All Bonds issued by the Authority pursuant to the provisions of this 
act shall be solely and exclusively obligations of the Authority and shall not constitute or 
create an obligation or debt of the State (Acts of Alabama, No. 98-373, p. 23).  Upon the 
sale of the Bonds, the expenses of issuance shall be prorated among the recipients 
listed in the Act in proportion to the stated allocations.  Funds so received and until 
allocated are invested by the State Treasurer at the Direction of the Authority in 
permitted investments.   
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Governor to Validate All Series of Bond Issues 
 
   Another unusual provision of this Bond Issue is the requirement that the 
Governor approve the terms and conditions under which any Bonds may be issued as a 
prerequisite of their validity.  It is necessary that the Governor make the determination 
that the issuance of any series of Bonds and the application of the taxes pledged to the 
payment and principal of these Bonds as they mature will not impair the adequacy of 
the Education Trust Fund to pay appropriations there from and to support the public 
schools and institutions of higher learning during the period over which the Bonds will 
mature.  The determination of the Governor shall be in writing signed by the Governor 
and shall be final and conclusive (Acts of Alabama 1998, No. 98-373). 
 
Revolving Loan Fund for Local Boards of Education 
 

The Alabama Public School and College Authority Issue authorized by the 1998 
Legislature contained a number of unusual provisions not previously found in bond 
issues.  The Issue entitled “the Capital Vitalization Plan of 1998,” in addition to the 
$550,000,000 identified to be distributed, further authorized the Authority to issue and 
sell bonds without express limits as to principal amount to finance loans to local boards 
of education.  “The Authority is hereby authorized to loan, and each local board of 
education is hereby authorized to borrow, such monies under terms and procedures to 
be established by the Authority (Acts of Alabama 1998, No. 98-373, p. 38).  These 
bonds are known as “Pool Bonds.” 
 
 Each local board of education so receiving a loan will issue warrants to the 
Authority at an interest rate agreed to by the Authority and the local board of education 
and approved by the State Superintendent of Education.  “No such warrant shall be a 
general obligation of the local board of education but shall be payable solely from the 
distributions of capital funds made to such local boards of education from the public 
school fund pursuant to Section 16-13-244, Code of Alabama 1975 (Acts of Alabama 
1998, No. 98-373, pp. 38-39).”  The purpose of this provision to keep loans so accepted 
from being considered a debt of the local board of education, a debt that would require 
a referendum of the people for approval.  This necessity is described in subsequent 
sections. 
 
Sale of Bonds in Series 
 

The Authority was empowered to sell the bond from time to time in series as 
would be determined by the Authority.  In addition, the Authority was empowered to 
structure the portions of allocations detailed in the Issue to be distributed is a particular 
series.  These provisions give the Authority the power to sell at any one time a portion 
of the bonds authorized and to distribute the proceeds in a fashion decided upon by the 
Authority.  From the funds available to the Authority from the sale of Bonds or interest 
earned upon the principal which has been invested, payment shall be made for any one 
or more of the purposes specified in the act as may be deemed by the Authority to be 
the most advantageous to the State 
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Current Provisions for the Issuance of APSCA Pool Bonds 
 

Alabama Building Commission 
 

The Alabama Building Commission (ABC) was created by Act No. 128 of the 
1945 regular session of the Alabama Legislature. Act No. 290, also of the 1945 regular 
session, authorized and directed the Alabama Building Commission to promulgate and 
enforce a code of minimum building standards for state building and construction, 
school houses, hotels, and moving picture theaters. Act No. 766 of the 1978 regular 
session required the Alabama Building Commission to adopt, promulgate and enforce a 
state building code containing energy conservation measures to be used in all future 
construction or remodeling of buildings which are constructed with state appropriated 
funds. These acts are codified in Title 41, Chapter 9, Article 6 of the Code of Alabama, 
1975. 

 
The Commission supervises and administers public construction and 

improvement projects assigned to it by legislative acts authorizing and funding specific 
construction projects or programs. In general, the Technical Staff supervises, 
administers, and inspects construction and improvement projects for state agencies and 
departments, Postsecondary Education, APSCA, and similar authorities. The ABC 
provides periodic inspections of locally funded, K-12 public school projects and is 
authorized to inspect any project under the jurisdiction of the State Building Code. 

All projects funded in whole, or in part, by the Alabama Public School and 
College Authority (APSCA) projects require full plan review in accordance with the 
requirements of statute by the Alabama Building Commission.   If the PSCA project is 
for a K-12 public school, the plans must also be reviewed by the State School Architect, 
State Department of Education, in accordance with their procedures, and approved by 
the State Superintendent of Education.  APSCA projects are administered by the 
Alabama Building Commission therefore, the ABC uniform documents and standard 
must be utilized.  All APSCA contract documents and bond forms must reflect co-
ownership of the project by the APSCA and the Local Owner. The Local Owner is the 
City or County Board of Education, the Postsecondary Education Institution, or the 
Higher Education Institution for whom the project is being performed.  Occasionally, 
APSCA bond issue funds can be used to supplement the Local Owner’s current funding 
of an in-progress project. When this occurs the existing contracts may be amended. 

APSCA Guidelines for K-12 Pool Bond Program 
 

Pursuant to Act No. 98-373 ('”Act No. 98-373") enacted by the 1998 Regular 
Session of the Alabama Legislature, the Public School and College Authority (the 
"Authority") is authorized to: issue bonds (the "Pool Bonds") without express limit as to 
principal amount to: finance loans to local boards of education.  The Authority's Pool 
Bonds are secured by certain taxes in the Education Trust Fund, including the utility 
gross receipts tax, the utility service use tax, the lease tax, the sales tax and the use 
tax. The loans to participating school boards will be payable solely from and secured by 
the capital funds distributed to such boards from the Public School Fund.  Act No. 98-
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373 requires that the proceeds of such loans are to be used first to acquire capital 
improvements needed to eliminate portable and sub-standard classrooms, and then for 
other purposes as approved by the Authority and by the State Superintendent of 
Education.  
 

The Authority issued its first series of Pool Bonds pursuant to Act No. 98~373 in 
October, 1999. This first Pool Bond issue has been followed by three additional Pool 
Bond issues in 2001, 2002, and 2003.   Each local school board is asked whether it 
wishes to participate in the Pool Bond issue and, if so, how much of its Public School 
Fund capital funds (often referred to as “Leveraged Funds") it is willing to leverage for 
the payment of debt service on such Pool Bonds.   The Pool Bond Issues offer the 
following advantages to local boards of education: 
 

(1) Ability to Leverage Public School Funds - Prior to the enactment of Act 98-
373, school boards could not leverage their capital funds from the State. This 
program allows school boards to finance larger capital projects up-front rather 
than pay for capital improvements on a pay- as-you-go basis.  
 
(2) Lower Borrowing Cost - Since the Pool Bonds will be secured by the taxes 
in the Education Trust Fund, the Authority expects to receive ratings on the Pool 
Bonds that are comparable to those received in prior Public School and College 
Authority bond issues. In 1998, Moody's rated the Authority's bonds Aa3 and 
Standard & Poor's rated them AA. These ratings are better than any school 
board could expect to receive on its own, thus lowering the borrowing costs to 
the board.  
 
(3) Sharing of Transaction Costs - Each school board will bear its pro rata 
share of the issuance expenses for the Pool Bonds. Because such costs will be 
spread over a larger issue, each participating board's share of such costs is 
expected to be lower than the expenses such board would expect to pay for a 
bond issue on its own.  
 
The following procedures guide the operation of the Pool Bond program:  

 
(I) Attached as Appendix A is a form to be completed and signed by each local 

superintendent indicating how much, if any, of each board’s capital outlay distributions 
from the Public School Fund (the  "Leveraged Funds”) such board is willing to leverage. 
Such commitment must be for a specific dollar amount in a multiple of $5,000 that does 
not exceed 95% of such board's capital distribution from the Public School Fund during 
the fiscal year for which Pool Bond are requested.  The size of the Pool Bond issue will 
be determined by adding the Leveraged Fund specified by all participating boards and 
calculating the discounted present value of this payment stream by a factor equal to the 
net interest cost of the lowest bidder for the Pool Bonds at a competitive sale. Each 
participating board will be entitled to receive bond proceeds equal to its proportionate 
share of 'the Pool Bond issue.  Pool Bond proceeds will be loaned to school boards at a 
rate equal to the interest rate on the Pool Bonds. Each loan will be evidenced by a 
warrant and a loan agreement (the attached as Appendix B).  
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(2) Proceeds of the Pool Bonds will be retained in a single project fund (the 
"Project Fund') prior to requisition in accordance with the Loan Documents.   Each 
participating board will receive its share of the earnings on the Project Fund, subject to 
paragraph 3 below.  All proceeds, including earnings, must be used by the participating 
boards to pay for capital improvements approved by the Authority and the 
Superintendent of Education.  
 

(3) Pool Bond proceeds deposited in the Project Fund will be invested by the 
State Treasurer in eligible investments in accordance with Act No. 98-373. If, and to the 
extent, the yield on such investments is above the yield  on the Pool Bonds, any such 
excess earnings will be transferred to a rebate fund held by the State Treasurer. Monies 
in the rebate fund will be used to pay arbitrage rebate (if any). Such funds may not be 
withdrawn by participating boards until it is determined whether the project fund is 
subject to the federal rebate requirements and, if so, how much rebate will be due.  
 

(4) Proceeds of the Pool Bonds must be used first to acquire capital 
improvements needed to eliminate portable and sub-standard classrooms and then for 
other purposes as approved by the Authority and by the State Superintendent of 
Education. All proceeds of Pool Bonds borrowed for purposes of eliminating portable 
and sub-standard classrooms must be spent within two years from the date the Pool 
Bonds are issued. All other proceeds must be spent by participating boards within three 
years from the date the Pool Bonds are issued.  
 

(5) Interest on all loans to participating boards will begin to accrue on the date 
the Pool Bonds are issued, not on the date advances are, made to the board.   The 
reason for this is that participating boards will be receiving the benefit of earnings on the 
project fund and the Education Trust Fund cannot bear the burden of paying capitalized 
interest.  
  

(6) The size of each loan will include a proportionate share of issuance 
expenses, credit enhancement costs (if any) and other overhead costs on the Pool 
Bond issue.  These costs will be added to the amount of construction proceeds 
available to each school board.  
 

(7) Participating boards will not be allowed to reduce the amount of their loans 
after submitting their commitment forms. If a participating board has excess proceeds 
available to it after completing a capital project, it must use such excess proceeds for 
another capital project, subject to approval by the Authority and the State 
Superintendent of Education.  
 

(8). Each participating board will be required to covenant in its Loan Documents 
that, if there are cost overruns on its project for which Pool Bond proceeds are not 
available, then such board will complete its capital project with other revenues available 
to it. 
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(9) A participating board will be allowed to prepay its loan only with the prior 
approval of the Finance Director of the State of Alabama.  Among the factors the 
Finance Director will consider in determining whether or not to approve such 
prepayment will be whether such prepayment proceeds can be invested at the yield on 
the Pool Bonds until the earliest date on which the Pool Bonds can be called for 
redemption. Any such prepayment will be subject to a penalty or premium equal to the 
penalty or premium required to be paid on the earliest call date for the Pool Bonds.  
 
Documentation Required 
 
 To complete the documentation necessary for a local board of education to 
participate in the Pool Bond program, the following must be completed: 
 
 1.  Certified Resolution by local board of education. 
 2.  Approval of State Superintendent of Education 
 3.  Special Pool Loan Agreement 
 4.  Specimen Typewritten Warrant 
 5.  Opinion of Counsel to the Board 
 

Debt Service of APSCA Bond Issues 
 
 A problem for all recipients of appropriations from the ETF is that by first paying 
the annual debt service payment on APSCA bond issues, the amount of sales tax which 
can be deposited to the credit of the ETF is proportionately reduced.  Thus is one 
sense, receiving bond issue proceeds means that your are forfeiting appropriations for 
operations and maintenance for twenty years in an amount equal to nearly twice the 
amount of the bond issue.  The following appendices detailing debt service payments 
on APSCA bond issues for years remaining illustrate this point. 
 

Appendices Which Follow 
 

ALABAMA PUBLIC SCHOOL AND COLLEGE AUTHORITY 
 
Appendix 3-1 School Architect & School Facilities 
Appendix 3-2 APSCA Debt Service Schedule from Sales Tax , 2004 to FY 

2029 
Appendix 3-3 APSCA Pooled Purchase Debt Service Schedule from Capital 

Outlay Allocation 
Appendix 3-4 LEAs Participating in Pooled Purchase Since 1999 
Appendix 3-5 Protocols for Participating in Pool Purchase 
Appendix 3-6 Intercept of State Funds for Debt 
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Appendix 3-1 
School Architect & School Facilities 

Perry Taylor, State Architect - ptaylor@alsde.edu 
Phone: (334) 242-9731 

Activities and responsibilities:  

• Reviews and approves schematic, preliminary and final plans and specifications 
for projects involving alterations, additions, and new construction of schools  

• Reviews and approves architectural agreements, construction contracts, and 
change orders.  

• Advises local boards of education with design, cost estimates, and construction 
methods for school buildings.  

• Advises project architects and engineers with respect to design, bidding, and 
construction of schools.  

• Administers K-12 State Bond issues for the Alabama Public School and College 
Authority.  

• Prepares deeds and leases for property sold or exchanged by county systems.  
• Inspects and approves all new sites for school construction.  
• Generates and maintains complete inventory of all school facilities.  
• Responsible for yearly Capital Planning and Assessment of facilities as required 

by the Foundation Program. 

 
Appendix 3-2 

APSCA Debt Service from Sales Tax, 2004 to 2029 

 Total
 Series Series Series Series Series Series Series Series Series Annual

Fiscal Year 1993 1993 A 1996 1998 1999 C 1999 A & B 2001 B & C 2002 B 2003 Debt
Ending 9/30 Bonds Bonds Bonds Bonds Bonds  Bonds Bonds Bonds Bonds Service

2004 32,589,238$   14,953,447$   18,196,150$     14,767,925$     14,050,500$     6,046,240$       6,373,851$       1,328,188$     3,793,412$       112,098,951$      
2005 33,163,030$   14,444,421$   18,199,063$     14,767,925$     14,050,500$     6,046,240$       6,303,351$       1,328,188$     3,811,351$       112,114,069$      
2006 5,543,125$     11,686,583$   47,765,444$     14,767,925$     14,050,500$     6,046,240$       7,117,601$       1,328,188$     3,831,939$       112,137,545$      
2007 -$               -$               64,995,206$     14,767,925$     14,050,500$     6,046,240$       7,127,350$       1,328,188$     3,851,798$       112,167,207$      
2008 -$               -$               31,888,794$     14,767,925$     14,050,500$     34,686,240$     11,549,263$     1,328,188$     3,866,610$       112,137,520$      
2009 -$               -$               -$                  35,330,675$     14,050,500$     46,012,800$     11,582,500$     1,328,188$     4,713,419$       113,018,082$      
2010 -$               -$               -$                  35,500,450$     32,850,500$     1,009,800$       21,395,000$     2,215,088$     4,815,795$       97,786,633$        
2011 -$               -$               -$                  35,494,519$     32,916,500$     1,009,800$       21,187,500$     2,213,188$     4,993,736$       97,815,243$        
2012 -$               -$               -$                  35,447,269$     33,022,000$     1,009,800$       20,971,250$     2,204,988$     5,037,625$       97,692,932$        
2013 -$               -$               -$                  35,388,600$     33,035,125$     1,009,800$       20,895,000$     2,200,488$     6,280,035$       98,809,048$        
2014 -$               -$               -$                  35,208,763$     33,280,750$     1,009,800$       -$                  2,194,263$     6,145,322$       77,838,898$        
2015 -$               -$               -$                  35,011,447$     33,542,000$     1,009,800$       -$                  2,191,338$     5,978,502$       77,733,087$        
2016 -$               -$               -$                  24,800,069$     33,845,000$     1,009,800$       -$                  2,186,163$     7,217,569$       69,058,601$        
2017 -$               -$               -$                  34,581,809$     34,086,750$     1,009,800$       -$                  2,178,163$     7,168,847$       79,025,369$        
2018 -$               -$               -$                  34,490,319$     34,125,000$     1,009,800$       -$                  2,167,663$     7,183,411$       78,976,193$        
2019 -$               -$               -$                  34,543,781$     33,865,500$     1,009,800$       -$                  2,159,538$     7,494,874$       79,073,493$        
2020 -$               -$               -$                  -$                  -$                  2,434,800$       -$                  2,153,538$     7,284,446$       11,872,784$        
2021 -$               -$               -$                  -$                  -$                  2,436,425$       -$                  2,149,413$     7,077,808$       11,663,646$        
2022 -$               -$               -$                  -$                  -$                  2,433,650$       -$                  2,142,038$     6,850,251$       11,425,939$        
2023 -$               -$               -$                  -$                  -$                  2,436,475$       -$                  2,143,106$     6,647,932$       11,227,513$        
2024 -$               -$               -$                  -$                  -$                  2,434,350$       -$                  2,142,463$     -$                  4,576,813$          
2025 -$               -$               -$                  -$                  -$                  2,437,275$       -$                  2,141,000$     -$                  4,578,275$          
2026 -$               -$               -$                  -$                  -$                  2,434,700$       -$                  2,143,250$     -$                  4,577,950$          
2027 -$               -$               -$                  -$                  -$                  2,436,625$       -$                  2,141,000$     -$                  4,577,625$          
2028 -$               -$               -$                  -$                  -$                  2,437,500$       -$                  2,139,125$     -$                  4,576,625$          
2029 -$               -$               -$                  -$                  -$                  2,437,050$       -$                  2,142,250$     -$                  4,579,300$          
Total 71,295,393$   41,084,451$   181,044,657$   449,637,326$   418,872,125$   139,340,850$   134,502,666$   51,317,191$   114,044,681$   1,601,139,340$   

Note:  Numbers may not add up due to rounding.  
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Appendix 3-3 
Pooled Purchase Debt Service from Capital Outlay Allocation 

 Debt Service Debt Service Debt Service Debt Service Total
 Series 1999 D 2001 A 2002 A 2003 Debt Service

Fiscal Year Pooled Purchase Pooled Purchase Pooled Purchase Pooled Purchase Pooled Purchase
Ending 9/30 Bonds Bonds Bonds Bonds Bonds

2004 20,302,063$             7,471,719$              8,339,638$               1,936,963$               38,050,383$             
2005 20,299,063$             7,462,394$              8,341,500$               1,946,124$               38,049,081$             
2006 20,302,350$             7,457,894$              8,339,850$               1,956,636$               38,056,730$             
2007 20,300,700$             7,455,144$              8,353,125$               1,966,777$               38,075,746$             
2008 20,303,063$             7,448,769$              8,340,750$               1,974,340$               38,066,922$             
2009 20,302,863$             7,443,394$              8,338,625$               2,406,731$               38,491,613$             
2010 20,301,363$             7,438,519$              8,340,875$               2,459,005$               38,539,762$             
2011 20,300,513$             7,433,644$              8,341,875$               2,549,864$               38,625,896$             
2012 20,301,425$             7,428,269$              8,341,125$               2,572,275$               38,643,094$             
2013 20,301,800$             7,421,894$              8,343,000$               3,206,665$               39,273,359$             
2014 20,299,338$             7,406,444$              8,341,875$               3,137,878$               39,185,535$             
2015 20,300,538$             7,396,697$              8,342,125$               3,052,698$               39,092,058$             
2016 20,299,538$             7,391,275$              8,343,000$               3,685,381$               39,719,194$             
2017 20,299,013$             7,382,638$              8,338,875$               3,660,503$               39,681,029$             
2018 20,299,725$             7,371,813$              8,339,000$               3,667,939$               39,678,477$             
2019 20,301,000$             7,379,125$              8,352,375$               3,826,976$               39,859,476$             
2020 -$                          7,370,250$              8,343,125$               3,719,529$               19,432,904$             
2021 -$                          7,364,625$              8,340,500$               3,614,017$               19,319,142$             
2022 -$                          -$                         8,343,500$               3,497,824$               11,841,324$             
2023 -$                          -$                         -$                         3,394,518$               3,394,518$               
2024 -$                          -$                         -$                         -$                         -$                          
2025 -$                          -$                         -$                         -$                         -$                          
2026 -$                          -$                         -$                         -$                         -$                          
2027 -$                          -$                         -$                         -$                         -$                          
2028 -$                          -$                         -$                         -$                         -$                          
2029 -$                          -$                         -$                         -$                         -$                          
Total 324,814,355$           133,524,507$          158,504,738$           58,232,644$             675,076,244$           
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Appendix 3-4 
LEAs Participating in Pool Purchase, 1999  to 2003 

  Type of   Type of 
# Name of LEA LEA County Amount # Name of LEA LEA County Amount

COUNTIES: CITIES:
1 Autauga County Autauga 770,000$     
2 Baldwin County Baldwin 2,520,000$  
3 Barbour County Barbour -$             
4 Bibb County Bibb 315,000$     
5 Blount County Blount 650,000$     68 Albertville City Marshall 100,000$        
6 Bullock County Bullock -$             69 Alexander City City Tallapoosa -$                
7 Butler County Butler 300,000$     70 Andalusia City Covington -$                
8 Calhoun County Calhoun -$             71 Anniston City Calhoun 80,000$          
9 Chambers County Chambers 245,000$     72 Arab City Marshall -$                

10 Cherokee County Cherokee 200,000$     73 Athens City Limestone 100,000$        
11 Chilton County Chilton 600,000$     74 Attalla City Etowah 240,000$        
12 Choctaw County Choctaw 255,000$     75 Auburn City Lee -$                
13 Clarke County Clarke -$             76 Bessemer City Jefferson 1,750,000$     
14 Clay County Clay 180,000$     77 Birmingham City Jefferson -$                
15 Cleburne County Cleburne -$             78 Brewton City Escambia -$                
16 Coffee County Coffee 50,000$       79 Cullman City Cullman -$                
17 Colbert County Colbert 180,000$     80 Daleville City Dale -$                
18 Conecuh County Conecuh 200,000$     81 Decatur City Morgan -$                
19 Coosa County Coosa 230,000$     82 Demopolis City Marengo -$                
20 Covington County Covington -$             83 Dothan City Houston -$                
21 Crenshaw County Crenshaw 235,000$     84 Elba City Coffee -$                
22 Cullman County Cullman 1,440,000$  85 Enterprise City Coffee -$                
23 Dale County Dale 160,000$     86 Eufaula City Barbour -$                
24 Dallas County Dallas -$             87 Fairfield City Jefferson 345,000$        
25 Dekalb County Dekalb 260,000$     88 Florence City Lauderdale -$                
26 Elmore County Elmore -$             89 Fort Payne City Dekalb 365,000$        
27 Escambia County Escambia -$             90 Gadsden City Etowah -$                
28 Etowah County Etowah 1,290,000$  91 Geneva City Geneva -$                
29 Fayette County Fayette 100,000$     92 Guntersville City Marshall 140,000$        
30 Franklin County Franklin 445,000$     93 Haleyville City Winston -$                
31 Geneva County Geneva 165,000$     94 Hartselle City Morgan 390,000$        
32 Greene County Greene 180,000$     95 Homewood City Jefferson -$                
33 Hale County Hale -$             96 Hoover City Jefferson -$                
34 Henry County Henry -$             97 Huntsville City Madison 1,100,000$     
35 Houston County Houston -$             98 Jacksonville City Calhoun 250,000$        
36 Jackson County Jackson -$             99 Jasper City Walker -$                
37 Jefferson County Jefferson 4,000,000$  100 Lanett City Chambers 80,000$          
38 Lamar County Lamar 385,000$     101 Leeds City Jefferson 30,000$          
39 Lauderdale County Lauderdale 500,000$     102 Linden City Marengo -$                
40 Lawrence County Lawrence -$             103 Madison City City Madison 570,000$        
41 Lee County Lee 1,355,000$  104 Midfield City Jefferson 75,000$          
42 Limestone County Limestone -$             105 Mountain Brook City Jefferson -$                
43 Lowndes County Lowndes 280,000$     106 Muscle Shoals City Colbert -$                
44 Macon County Macon 400,000$     107 Oneonta City Blount -$                
45 Madison County Madison 350,000$     108 Opelika City Lee 290,000$        
46 Marengo County Marengo -$             109 Opp City Covington 115,000$        
47 Marion County Marion 115,000$     110 Oxford City Calhoun 180,000$        
48 Marshall County Marshall 755,000$     111 Ozark City Dale -$                
49 Mobile County Mobile 2,500,000$  112 Pell City City Saint Clair -$                
50 Monroe County Monroe -$             113 Phenix City City Russell -$                
51 Montgomery County Montgomery 2,900,000$  114 Piedmont City Calhoun 100,000$        
52 Morgan County Morgan 450,000$     115 Roanoke City Randolph 120,000$        
53 Perry County Perry 340,000$     116 Russellville City Franklin 70,000$          
54 Pickens County Pickens 70,000$       117 Scottsboro City Jackson -$                
55 Pike County Pike -$             117 Selma City Dallas -$                
56 Randolph County Randolph -$             118 Sheffield City Colbert -$                
57 Russell County Russell 320,000$     119 Sylacauga City Talladega -$                
58 Saint Clair County Saint Clair 320,000$     120 Talladega City Talladega -$                
59 Shelby County Shelby 2,625,000$  121 Tallassee City Tallapoosa 175,000$        
60 Sumter County Sumter 120,000$     122 Tallassee City Elmore -$                
61 Talladega County Talladega -$             123 Tarrant City Jefferson 80,000$          
62 Tallapoosa County Tallapoosa 40,000$       124 Thomasville City Clarke -$                
63 Tuscaloosa County Tuscaloosa 1,685,000$  125 Troy City Pike 110,000$        
64 Walker County Walker 200,000$     126 Tuscaloosa City Tuscaloosa 850,000$        
65 Washington County Washington -$             127 Tuscumbia City Colbert 65,000$          
66 Wilcox County Wilcox -$             128 Vestavia Hills City Jefferson 250,000$        
67 Winston County Winston 200,000$     129 Winfield City Marion 150,000$        

   TOTAL 39,050,000$     
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Appendix 3-5 
 

APPENDIX A 
 

K-12 Pool Bond Program 
Commitment Form for Leveraged Funds 

 
On behalf of the city or county board of education referenced below (the 

“Board”), the undersigned superintendent does hereby certify as follows:  
 

1.  I have read the Guidelines for K-12 Pool Bond Program (the "Guidelines") 
furnished by the Alabama Public School and College Authority (the" Authority"). The 
Board understands that the Board's commitment to leverage a portion of its capital 
outlay distribution from the Public School Fund (the "Leveraged Funds”} will be relied 
upon by the Authority in determining the size of the __________ Pool Bond issue. The 
Board has authorized the Authority and the State Superintendent of Education to 
withhold the amount specified below and to transfer such amount to pay principal and 
interest on the Pool Bonds each year for 20 years, beginning in fiscal year 2000.  The 
Board understands that the mount of Pool Bond proceeds to which the Board will be 
entitled will be determined in accordance with the Guidelines.  
 

2.  Therefore, you are hereby authorized to withhold Leveraged Funds in the 
amount of $_______________ each year for 20 years, beginning in fiscal year ending 
September 30, 2000.   Said amount is a multiple of $5,000.00 and does not exceed 
95% of the Board’s total capital distribution out of the Public School Fund during fiscal 
year ending September 30, 2000. 

 
 

 
[BOARD]  

 
By:_____________________________ 

         Its Superintendent 
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APPENDIX B 
 

SPECIAL POOL LOAN AGREEMENT 
 

This Special Pool  Loan Agreement between  [NAME OF BOARD], an agency 
and instrumentality of the State of Alabama (the "Board") and ALABAMA PUBLIC 
SCHOOL AND COLLEGE AUTHORITY, an agency of the State of Alabama created 
pursuant to Chapter 16 of  Title 16 of the Code of Alabama, 1975 (the "Authority") is 
dated as of October 1,1999.  

 
RECITALS: 

 
Pursuant to the provisions of Act No. 98-373, enacted by the 98 Regular Session; 

of the Alabama Legislature ("Act No. 98-373”), the Authority is authorized to issued 
bonds (the “Pool Bonds") without express limit as to principal amount in order to finance 
loans to local boards of education.   Act No. 98-373 Bonds provides that such Pool 
Bonds shall be payable out of and secured by certain taxes in the State Education Trust 
Fund.  
 

The proceeds of Pool Bonds are required to be loaned to participating 1ocal 
schoo1 boards for the purpose of acquiring capital improvements needed to eliminate 
portable and sub-standard classrooms, and then for other purposes approved by the 
Authority and the State Superintendent of Education. Any such loans must be payable 
solely from and secured by the capital funds distributed to such boards from the Public 
School Fund pursuant to  Section 16-13-234 of the Code of Alabama, 1975 (the 
"Leveraged Funds").  
 

The first series Pool Bonds to be issued by the Authority pursuant to Act No. 98-
373 is the Authority's $____________  Education Pool Bonds, Series 1999 (the '"1999 
Pool Bonds"). Pursuant to this Agreement, a portion of the proceeds of the 1999 Pool 
Bonds will be loaned to the Board (the "Pool Loan") to finance capital Improvements 
which have been approved by the Authority and the State Superintendent of Education.  
 

In order to evidence the Pool Loan, the, the Board will execute and deliver the 
warrant attached to this agreement in favor of the Authority.  
 

NOW THEREFORE, in consideration of the premises and the mutual covenants 
herein contained, it. Is agreed among the parties hereto as follows:  
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ARTICLE I 
 

Definitions  
 

Section 1.1 Definitions  
 

The following words and phrases and others evidently intended as the equivalent 
thereof shall, in the absence of clear implication herein otherwise, be given the following 
respective interpretations as used herein:  
 

"Act No. 98-373" shall mean Act No. 98-373 enacted by the 1998 Regular 
Session of the Alabama Legislature.  
 

"Allowable Costs" shall mean the costs of planning, designing, inspecting, 
purchasing, constructing, reconstructing, enlarging, improving, repairing or renovating 
permanent buildings containing classrooms, offices, libraries, laboratories, vocational 
education facilities, cafeterias, alternative schools, physical education facilities; research 
facilities and land as sites therefor which are needed to eliminate portable and sub-
standard classrooms for other purposes approved by the Authority and by the State 
Superintendent of Education.  
 

"Competitive Bid Law" shall mean the applicable provisions of Chapter 16 of 
Title 41 of the Code of Alabama, 1975. 
 

“Finance Director" shall mean the Director of Finance of the State of Alabama.  
 

“Leveraged Funds" shall mean those monies allocated and distributed to local 
boards of education for capital outlay out of the Public School Fund pursuant to Section 
16-13-234 of the Code of Alabama 1975. 
 

"1999 Pool Bond” shall mean the Authority’s $__________ Education Pool 
Bonds, Series 1999.  
 

"Pledged Revenues” shall mean that portion of the Leveraged Funds that are 
allocated and distributed to the Board.  
 

"Pool Bonds" shall mean bonds issued by the Authority from time to time 
pursuant to Section 10 of Act No. 98-373.  
 

“Pool Loan” shall mean the loan being made by the Authority to the Board 
pursuant to this Agreement. 
 

"Project” shall mean the capital improvement project approved by the Authority 
and the State Superintendent of Education being financed with the proceeds this Pool 
Loan.  
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“Project Account" shall mean the account by that name established pursuant to 
Section 3.1 of this Agreement.  

 
"Public Works Law” shall mean the applicable provisions of Chapter 2 of Title 39 

of the Code of Alabama, 1975.  
 

"Warrant" shall mean the Warrant to be executed and delivered by the Board 
pursuant to this Agreement.  
 

"Warrant Payment Date" shall 1, beginning March 1, 2000. 
 
 

 
ARTICLE II 

 
Pool Loan and Use of Proceeds 

 
Section 2.1 The Pool Loan  

 
The Authority agrees, upon the terms and conditions of this Agreement, to make a 

loan on the date hereof f to the Board in the principal amount of $__________ (the 
"Pool Loan"). The Authority shall make the Pool Loan by depositing the proceeds 
thereof in the Project Account for the account of the Board, subject to requisition from 
time to time by the Board in accordance with the terms and conditions of Section 3.2.  
 

Section 2.2  Warrant  
 

The Pool Loan shall be evidenced by a capital outlay pool warrant, substantially in 
the form attached hereto as Exhibit A (the "Warrant"'), payable to the order of the 
Authority, duly executed on behalf of the Board, dated the date of issuance of the 1999 
Pool Bonds, and in the principal amount of the Pool Loan, The principal of the Warrant 
shall be payable in semi-annual installments in the amounts and on the dates shown on 
the amortization schedule attached as Exhibit A to the Warrant. Interest shall accrue 
from the dated the Warrant, or the most recent date to which interest has been paid or 
duly provided for, until the principal thereof shall become fully paid at the per annum 
rate of interest specified on the Warrant.  Interest on the Warrant shall be payable on 
February 1 and August 1 in each year, beginning February 1,2000, and shall be 
computed on the basis of a 360-day year with 12 months of 30 days each. Interest shall 
be payable on overdue principal (and premium, if any) on the Warrant and on any 
overdue installment of interest on the Warrant at the rate borne by he Warrant.  
 

Section 2.3 Optional Prepayments  
 

The Warrant may be redeemed and paid in whole, but not in part, at the option of 
the Board only with the prior approval of the Finance Director at a redemption price 
equal to the outstanding principal of the Warrant plus a redemption premium equal to 
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the redemption premium payable on the 1999 Pool Bonds on the next optional 
redemption date thereof, plus accrued interest to such redemption date.  
 

Section 2.4 Source of Payment and Security for Pool Loan  
 

The Pool Loan will be payable solely out of and secured by a pledge and 
assignment of the Pledged Revenues.   The Pool Loan shall not be a general obligation 
of the Board.  
 

Section 2.5 Time and Place of Payments 
 

Each payment under this shall be made to the Authority not later than three 
business days next preceding each Warrant Payment Date. Such payments shall be 
made by the Finance Director by causing to be transferred from the particular account 
of the Education Trust Fund in which the Pledged Revenues are held to the Debt 
Service Fund for the 1999 Pool Bonds, an amount equal to the principal and interest 
payable on the Warrant on the next Warrant Payment Date.  
 

 
ARTICLE III 

 
The Project 

 
Section 3.1 The Project Account  

 
There shall be created and maintained by the State Treasurer a special account in 

the State Treasury which shall be a sub-account of the Project Fund established in 
connection with the issuance of the 1999 Pool Bonds.  Such sub-account shall be 
designated the 1999 Pool Bond Project Fund – [Name of Board] Sub-Account (herein 
called the "Project Account") into which the Authority shall deposit the net proceeds of 
the Pool Loan remaining after the payment of the Board’s allocable share of issuance 
expenses.  Amounts on deposit in the Project Account shall be applied to the payment 
of Allowable Costs of the Project. 
 

Section 3.2 Disbursements from the Project Account  
 

(a)  The Authority shall make payments out of the Project Account to or on behalf 
of the Board upon approval by the Authority of requisitions therefor signed by and on 
behalf of the Board by an Authorized Board Representative. 
 

(b)  Requisitions for disbursements out of the Project Account shall be made on 
forms approved by the Authority. Disbursement requests shall be limited to one month.  
 

(c)  In addition to any other conditions herein provided, the Authority's obligation 
to make disbursements from the Project Account shall be subject to the following 
conditions:  
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(i)  The Board's representations and warranties contained herein shall 
remain true and correct;  
 
(ii) No Event or Default shall have occurred under this Agreement or the 
Warrant; 
 
(iii) The requisition shall be for  Allowable Costs of the Project; and  
 
(iv) At the time of execution and delivery by the Board of this Agreement, 
the Board shall furnish to the an opinion of counsel to the effect that 
execution, delivery and performance of this Agreement and the Warrant 
shall have been duly authorized by all requisite actions of the governing 
body of the Board, and this Agreement and the Warrant have been duly 
executed and delivered by the Board.   

 
Section 3.3 Investment of Monies in the Project Account  

 
(a)  Monies on deposit in the Project Account will be invested by the State 

Treasurer, upon directions to be given by the Authority from time to time, only in 
investments permitted under Act No. 98-373.  Earnings on investments in the Project 
Account Will be credited to the Project Account on a monthly basis and shall be 
disbursed in the same manner and for the same purposes that original proceeds of the 
Pool Loan will be applied.  
 

(b)  If, and to the extent, the yield on investments in the Project Account is 
higher than the Yield on the 1999 Pool Bonds, then any such excess earnings will be 
transferred on October 1. of each year into by the State Treasurer into the Rebate Fund 
maintained by the State Treasurer in connection  with the 1999 Pool Bonds. Money in 
the Rebate Fund will be applied in the manner purposes in the resolution authorizing the 
1999 Pool Bonds.  
 

Section 3.4 Completion of the Project  
 

(a)  Upon completion of the Project, the Board will certify to the Authority that 
all Allowable Costs of the Project have been paid.  Thereafter any excess proceeds 
remaining in the Project Account shall be used to pay costs of other capital 
improvement projects approved from time to time by the Authority and [the State 
Superintendent of Education. 
 

(b)  The Board represents and warrants that, if there are any cost overruns on 
the Project for which monies in the Project Account are not available, then the Board will 
complete the Project with other revenues available to it.  
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ARTICLE IV 
 

Representations and Warranties 
 

Section 4.1 Pending Litigation 
 
There are no actions, suits or proceedings, at law or in equity, in court or before 

any  governmental or administrative  agency, either pending or to the knowledge of the 
Board threatened, which may impair the validity or enforceability of this Agreement or 
the Warrant or the Board's ability to repay the-Pool Loan  to construct and operate the 
Project. 
 

Section 4.2 No Conflicting Transactions  
 

Consummation of the transactions hereby contemplated and performance of this 
Agreement will not result in any breach of, or constitute a default under, any mortgage, 
deed of trust, indenture, security agreement, lease, credit agreement, contracts or other 
instruments to which the Board is a party or by which it may be bound or affected.  
 

Section 4.3 No Construction Default  
 

Neither the Board nor its contractor, architect or engineer for the Project or any 
related project is in default any agreement respecting the Project.   
 

Section 4.4 No Default  
 

There is no default on the part of the Board under this Agreement or the Warrant, 
and no event has occurred and is continuing, which, with notice or the passage of them 
or either would constitute a default under any part of this Agreement or the Warrant.  

 
 

ARTICLE V 
 

Covenants 
 

Section 5.1 Commencement and Completion of Construction  
 

The Board shall use its best efforts to (i) eliminate portable and sub-standard 
classrooms presently in place no later than the school year commencing within two (2) 
years from the date Pool Loan proceeds are first Received, and (ii) commence and 
complete the Project and each activity, or event forming a part thereof within three years 
from the date the Pool Bonds are issued. 
 

(1) withholding all amounts of Leveraged Funds to which the Board may be  
entitled until the Board is in full compliance with the terms of this Agreement and 
the Warrant; and 
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(2) enjoining any acts or things which may be unlawful or in violation of the 
rights of the Authority; and :  
 
(3) enforcing of any other right of the Authority.  

 
 

ARTICLE VII 
 

Miscellaneous 
 

Section 7.1 No Waiver  
 

No Disbursement shall waive any provision of this Agreement or the Pool Loan or 
preclude the Authority from declaring the Pool Loan in default if the Board is unable to 
satisfy or perform the Provisions thereof. 
 

Section 7.2 Beneficiaries  
 

No person shall be deemed the beneficiary of any provision of this Agreement 
except the parties thereto.  
 

Section 7.3 No Assignment  
 

The agreement may not be assigned by the Board or the Authority.  
 
Section 7.4 Entire Agreement  

 
This Agreement contains the entire terms of this Agreement and transaction and 

may not be changed, waived or discharged in whole or in part, except by written 
instrument executed by the parties sought to be charged therewith,  
 

Section 7.5 Governing Law  
 

This Agreement shall be governed by and construed in accordance with the laws 
of the State 
Alabama. 
 

Section 7.6 Appendices  
 

The appendices attached to this Agreement shall be a part hereof as if set forth in 
full herein.  
 

Section 7.7 Severability  
 

If any provision of this Agreement, or any portion thereof, should be ruled void; 
invalid, unenforceable or contrary to public policy by any court of  competent jurisdiction, 
any remaining provisions of this Agreement shall survive and be applied, and together 
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with the void or unenforceable portion, shall be construed or reformed to preserve as 
much of the original words, terms, purpose and intent as shall be permitted by law.  
 

IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be 
executed in three (3) counterparts, each of which shall be deemed an original but all of 
which shall be construed as one instrument, and have caused this Agreement to be 
dated as of October 1, 1999. 
 

[NAME OF BOARD]  
  

By __________________________________ 
 

Its: __________________________________ 
 
 
ATTEST: 
 
By: _______________________________ 

Its Superintendent 
 
 
 

ALABAMA PUBLIC SCHOOL AND 
COLLEGE AUTHORITY  

 
By: __________________________________ 

        lts Authorized Authority Representative  
 
 
 
ATTEST:  
 
By: ________________________________ 
Its: ________________________________ 
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[Form of Pool Warrant] 
 

[Name of Board] 
 
 
 

Capital Outlay Pool Warrant 
 
 
No. 1        $____________________* 
 
Maturity Date:  September 1, 2019   Interest Rate: __________** 
 
 
 

The [NAME OF BOARD], an agency and instrumentality of the State of Alabama 
(the “Board”), for value received, hereby acknowledges that it is indebted in the principal 
sum of  
 

__________________________  DOLLARS 
 
and hereby directs the Finance Director of the State of Alabama (the “Finance 
Director"), as agent for the board, to pay (but solely out of the Pledged Revenues 
referred to below) such principal sum to  
 

ALABAMA PUBLIC SCHOOL AND COLLEGE AUTHORITY 
 
the "Authority"), and to pay (but solely out of such Pledged Revenues) interest hereon 
from the date hereof, or the most recent date to which interest has been paid or duly 
provided for, until the principal hereof shall become fully paid at the per annum rate of 
interest specified above. The principal of this warrant shall be payable in semi-annual 
installments in the amounts and on the dates shown on the Exhibit A.  Interest shall be 
payable on February 1 and August 1 in each year, beginning February 1, 2000 (each 
such date being herein called a "Warrant Payment Date"), and shall be computed on 
the basis of a 360-dayYear with 12 months of 30 days each. Interest shall be payable 
(but solely out of such Pledged Revenues) on overdue principal (and premium, if any) 
on this warrant and on any overdue installment of interest )n this warrant at the rate 
borne by this warrant,  
 

The principal and interest so payable on any Warrant Payment Date will be paid 
to the Authority not later than three business days next preceding such Warrant 
Payment Date.  
 
*Amount to be determined based on Guidelines for K-12 Pool Bond Program. 
**Rate to be the same as rate on 1999 Pool Bonds.  
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Payment of Principal and interest on this warrant shall be made by the Finance 
Director by causing to be transferred from the particular account of the Education Trust 
Fund in which the Pledged Revenues are held to the Debt Service Fund for the 1999 
Pool Bonds referred to below, an amount equal to the principal and interest payable on 
this warrant on the next  warrant Payment Date.  
 
 

Pursuant to Act No. 98-373 (" Act No. 98-373”) enacted by the 1998 Regular 
Session of the Alabama Legislature, the Authority is authorized to issue bonds (the 
"Pool Bonds ") to finance loans to local boards of education. Such Pool Bonds are 
secured by certain taxes deposited in the Education Trust Fund, as specified in Act No. 
98-373. Loans to be made to local school boards are payable solely out of and secured 
by the capital outlay funds allocated to participating school boards from the Public 
School Fund Code of Alabama 1975 (the "Leveraged Funds”).   
 

The first series of Pool Bonds to be issued by the Authority are the $ 
_______________Education Pool Bonds, Series.1999 (the “1999 Pool Bonds").  
Simultaneously with the execution and delivery of this warrant, the Authority will loan to 
the Board an allocable portion of the proceeds of the 1999 Pool Bonds, which includes 
the Board's share of the costs of issuing the 1999 Pool Bonds. Such loans shall be 
made pursuant to a Special Pool Loan Agreement dated October 1, 1999 among the 
Authority and the Board and will be evidenced by this warrant.  This warrant will be 
payable solely out of and secured by the annual amounts of its of its Leveraged Funds 
allocated and  distributed to the Board (the "Pledged Revenues") pursuant to Section 
16-13-234.  
 

THIS WARRANT IS NOT A GENERAL OBLIGATION OF THE BOARD. THIS 
WARRANT IS A LIMITED OBLIGATION OF THE BOARD PAYABLE SOLELY FROM 
AND SECURED BY A PLEDGE AND ASSIGNMENT OF THE PLEDGED REVENUES.  
 

This warrant may be redeemed and prepaid in whole, but not in part, at the option 
of the Board only with the prior approval of the State Superintendent of Education at a 
redemption price equal to the outstanding principal of this warrant plus a redemption 
premium equal to the redemption premium payable on the 1999 Pool Bonds on the next 
optional redemption date thereof, plus accrued interest to such redemption date.  
 

This warrant may not be sold, pledged, transferred or otherwise disposed of.  
 

It is hereby certified, recited and declared that the indebtedness evidenced and 
ordered paid by this warrant is lawfully due without condition, abatement or offset of any 
description, and that all acts, conditions and things required by the constitution and laws 
of the State of Alabama to happen, exist and be performed precedent to and in the 
issuance of this warrant have happened, do exist and have been performed.  
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IN WITNESS WHEREOF, the Board has caused this warrant to be duly executed 
under its official seal.  
 
Dated: October __________,1999.  
 
 

[NAME OF BOARD]  
 
      By __________________________________ 
         Its Chairman 
 
[SEAL]  
 
Attest:  ________________________________ 

Its Secretary  
 

[Form of Registration As Claim 
Against Pledged Revenues] 

 
 

I hereby certify that this warrant has been registered by me as a claim against the 
Pledged Revenues referred to in this warrant. 
 
 
 
             
      __________________________________ 

Director of Finance of the State of Alabama  
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Appendix 3-8 
Intercept of State Funds for Debt Payments 

 
290-1-2-.01.02 Authorization To Intercept State Funds For Debt Payments. 
 

A local board of education may enter into a binding agreement to authorize the 
State Comptroller to intercept and direct certain state allocated funds to satisfy a debt 
payment that is due and unpaid in accordance with the provisions of Ala. Act No. 2003-
384. 

 
(1) Debt Eligible for Intercept. A debt obligation requiring the approval of the State 
Superintendent by state laws or Rule 290-1-2-.01.01 may be eligible for payment by 
intercept of state funds allocated to the local board of education. 

 
(a) The State Superintendent shall not approve a debt obligation of a local board 
of education which would jeopardize the Foundation Program of education 
established by state law and by rules and regulations of the State Board of 
Education. 
 
(b) A debt obligation shall not be eligible for intercept of state allocated funds 
unless the debt instrument provides for reserved funds for debt payments by one 
of the following methods: 
 

1. A debt service reserve fund is funded to provide for the maximum 
amount of principal and interest coming due in any fiscal year for the term 
of the debt obligation. 

 
2. A restricted fund, consisting of cash or other instruments legally 
available under state law for the investment of board funds, is funded to 
provide for the maximum amount of principal and interest coming due in 
any fiscal year for the term of the debt obligation. 

 
(c) The State Superintendent may reduce the amount of the reserve fund 
requirement only if a lesser amount is required by the rules of the Internal 
Revenue Service. 
 

(2) Procedures for Authorization to Intercept State Funds. 
 
(a)  Consent for Intercept. Before the issuance of a debt obligation requiring the 
approval of the State Superintendent, a local board of education may approve a 
binding agreement authorizing the State Comptroller to intercept and direct 
certain state allocated funds to satisfy a debt payment that is due and unpaid. In 
the binding agreement the local board of education shall agree to replace the 
funds withheld to satisfy the debt payment by providing funds legally available for 
replacement. The binding agreement shall be submitted to the State Department 
of Education in a form required by the State Superintendent. 
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(b) Withdrawal of Consent for Intercept. A local board of education may not 
withdraw the consent to intercept state allocated funds for a debt obligation 
unless one of the following conditions are met: 

 
1. The debt obligation has not been issued. 
 
2. The debt obligation has matured. 
 
3. The local board of education has issued refunding bonds to legally 
defease the debt obligation. 
 
4. The local board of education, the paying agent, and holders of the debt 
obligation agree that consent to intercept state allocated funds is no longer 
required. 
 
5. The debt obligation has been satisfied by other means. 

 
(3) Approval by State Superintendent. 

 
(a) The State Superintendent shall approve the issuance of a debt obligation 
before the State Comptroller can intercept and direct certain state allocated funds 
to satisfy a debt payment that is due and unpaid. 
 
(b) The State Superintendent shall approve the intercept of state allocated funds 
directed to the satisfaction of a debt payment that is due and unpaid after 
determining that the procedures to intercept state allocated funds have been met. 
 

(4) Procedures to Intercept State Allocated Funds. 
 
(a) The State Superintendent shall not approve the intercept of state allocated 
funds for the satisfaction of a debt payment that is due and unpaid unless the 
following conditions have been met: 

 
1. The paying agent for a debt obligation approved by the State 
Superintendent, notifies the State Department of Education by telephone, 
e-mail, or facsimile that the local board of education has not made the 
debt payment within two business days after the due date for debt 
payments specified in the debt instrument. 
 
2. The initial notification of the unpaid debt by the paying agent to the 
State Department of Education is followed by written notification through 
U.S. Postal Service, return receipt requested, or by other legal means of 
official notification. 
 
3. The State Department of Education has notified the local board of 
education that a payment on a debt obligation is due and unpaid. 
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4. The State Department of Education has attempted to locate legally 
available funds for the local board of education to provide payment for the 
unpaid debt. 
 
5. The State Department of Education has determined that the intercept of 
state funds allocated to the local board of education is the only source of 
funds available to make the scheduled debt payment in a timely manner. 

 
(b) The State Superintendent shall then provide documentation and instructions 
to the State Comptroller, no later than two business days prior to the debt 
obligation payment date, to pay state allocated funds directly to the paying agent 
in order to satisfy the debt obligation payment, and to withhold monthly 
allocations of state funds from the local board of education to equal the amount 
of debt obligation payment made by the State Comptroller. 
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4.  SPECIAL TRUST FUNDS FOR EDUCATION 
 

THE STATE DRIVERS’ FUND 
 
 The Legislature created a fund in the state treasury (Code of Alabama 1975, 
Section 32-5-13) entitled the State Drivers’ Fund in 1975.  This Fund receives a portion 
of the costs and charges for violation of municipal ordinances having a municipal court 
and a portion of the docket fees for traffic infractions in court.  For violations of municipal 
ordinances involving traffic offenses, there is assessed and collected $8.50 for 
disbursement to the State Drivers’ Fund (Code of Alabama 1975, Section 12-14-14).  
The docket fees for traffic infractions in district court total $62.00, of which $8.50 is 
disbursed to the State Drivers’ Fund (Code of Alabama 1975, Section 12-19-179).   
 
 By statute, all monies collected pursuant to the above citations for disbursement 
to the State Drivers’ Fund are to be credited to special funds within the treasury as 
revolving trust funds. That is, they are spent annually as needed with any balance left at 
the end of the fiscal year remaining in the fund and not reverting to the General Fund.  
The earmarking of the revenues to the State Drivers’ Fund follows in Table 4-1: 

 
Table 4-1 

Earmarking of the State Drivers’ Fund 
Fund Category Share 

Driver Education and Training Fund 21% 
Alabama College System Truck Driver Training Consortium Fund 36% 
Catastrophic Trust Fund for Special Education 30% 
Alabama Traffic Safety Center Fund 10% 
State Safety Coordinating Committee 3% 

Total 100% 
 
 The distribution of the State Drivers’ Fund was amended in 1991 to include the 
Catastrophic Trust Fund for Special Education.  An exception to this allocation above is 
the requirement that $1.50 of the $2.00 increase in traffic fines authorized by the 
Legislature in 1988 shall be transferred to the commercial drivers license unit of the 
Department of Public Safety before any further distribution was made (Code of Alabama 
1975, Section 32-5-313 as amended by 1991 Ala. Acts 91-824, Section 5.)   

 
Catastrophic Trust Fund for Special Education 

 
 The Legislature in 1991 recognized the disastrous financial impact that just a 
single child with serious exceptionality(s) could have on a local board of education.  
There was no question that appropriate services must be provided each and every child 
enrolled in a local school system.  The question was how to provide additional state 
funding over and above that provided by the childcount and exceptionality scheme in 
the current state funding scheme for special education.  The Catastrophic Trust Fund 
was therefore created and a statutory scheme for funding provided. Any county of city 
school system in the State of Alabama that has enrolled an exceptional child with 
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disabilities determined eligible for Special Education and related services under existing 
federal and state law, may make a grant application to the State Superintendent of 
Education for financial assistance when the special education and related services for 
that particular child are unduly expensive, extraordinary and/or beyond the routine and 
reasonable education and services provided. 
 
The annual allocation to the Catastrophic Trust Fund for Special Education is about $2 
million. 
 
Allocation of Fund 
 
 Local boards must apply each year for a grant.  The dollar amount of each grant is 
a 75% match for a local contribution of 25%, unless waived by the State Superintendent 
of Education.  The purpose of this fund is to financially assist local boards of education in 
providing statutorily required special education and related services for children with 
disabilities in catastrophic cases.  The definition of catastrophic includes “Those cases 
where special education and related services which are required to a particular child are 
unduly expensive, extraordinary and/or beyond the routine and reasonable special 
education and related services provided by a state agency “  (Code of Alabama 1975, 
Section 16-39-31). 
 
 Application Form. Application shall be submitted on form CFSE Form 1, 
Application for Financial Assistance grant from the Alabama Catastrophic Trust Fund for 
Special Education. Forms may be obtained without cost from the ALABAMA STATE 
SUPERINTENDENT OF EDUCATION, GORDON PERSONS BLDG, 50 N RIPLEY ST, 
MONTGOMERY, AL 36130-3901.  An application for a grant shall include at a 
minimum, the following: 
(a) Identification information concerning applicant and student with disabilities; 
(b) Each application shall be submitted for a specific fiscal year ending September 30; 
(c)  A detailed statement of the facts and circumstances surrounding the catastrophic 

services needed because of the student's disability; 
(d) A detailed statement of the type of service(s) needed and the cost of each service 

due to the facts and circumstances surrounding the service(s) needed by the 
student with disabilities; 
1. A detailed statement of service(s) needed and the expected cost of each service 

for the fiscal year ending September 30; 
2. A detailed statement of the financial impact on the special education program of 

the local education agency if such services were funded solely by the local 
education agency; and 

3. A detailed statement showing each anticipated source of funds (including local) 
for proposed expenditures by the local education agency special education 
program; 

(e) A detailed statement of the financial impact on the entire local education agency in 
the event this grant application is not approved; 

(f) Signature of local superintendent; and 
(g) Date signed by the local superintendent. 
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Disposition of Application 
 
(1) Upon receipt of an application, the State Superintendent of Education will forward 

the application to the Division of Special Education Services. 
(2) The Assistant State Superintendent for Special Education Services and the 

Assistant Superintendent for Administrative and Financial Services shall at a 
minimum review each application: 

 (a) with the following considerations: 
1. Existing funding arrangements; 
2. Amount of LEA matching funds required or available; 
3. Circumstances where LEA matching funds may be varied or waived; 
4. Total number of applications and the availability of funds for the fiscal year 

ending September 30; 
5. Interagency funding sources; and  
6. Funding mechanism in relation to ability of LEA to contribute. 
 (b) may take into consideration other pending applications and shall not be 

limited to a first come, first serve basis, but rather shall recommend 
approval of each application based upon the catastrophic case presented in 
the application. 

 (c) shall submit their recommendation in writing to the Alabama State 
Superintendent of Education based on the following and the sufficiency of 
available funds: 

1. First Priority. An applicant who is a previous Catastrophic Trust Fund for 
Special Education grantee and who continues to meet criteria specified in 
Alabama Administrative Code r. 290-080-092-.05 through 290-080-092-
.06(2)(c). 

2.  Second Priority. An applicant who meets the criteria specified in Alabama 
Administrative Code r. 290-080-092-.05 through 290-080-092-.06(2)(c). 

3. Not Recommended. An applicant is not recommended for a grant. 
(3) Amount of Approved Grant. The State Superintendent of Education shall approve 

each grant from the Catastrophic Trust Fund for Special Education in the amount 
requested in the application or any lesser amount. 

(4)  Disapproved Grant Application. Each applicant who is not approved for a grant 
shall be notified in writing by the State Superintendent of Education that the 
application for a grant from the Catastrophic Trust Fund for Special Education was 
not approved. 

 
Length of Grant 
 
(1) Each application shall be submitted for a specific fiscal year ending September 30. 
(2) Based upon a new application, Alabama Administrative Code r. 290-080-092-.03, 

and 290-080-092-.05 through 290-080-092-.06(3), a grant may be renewed for a 
subsequent fiscal year. 

 
Notification 
(1) Notification of Grant. The State Superintendent of Education shall, at the time of 

awarding a grant, notify a local education agency in writing of the type and manner 
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of accounting records and documentation required to be submitted in order to be 
reimbursed for an expenditure made based upon the approved grant application, 
Alabama Administrative Code r. 290-080-092-.06(3). 

(2) Notification of Termination of Grant. 
(a) Child or Youth With Disabilities Becomes Ineligible for Grant during fiscal year 

ending September 30. 
1. County or city board of education grantee shall immediately notify in writing 

the ALABAMA STATE SUPERINTENDENT OF EDUCATION, 50 N RIPLEY 
ST, MONTGOMERY AL 36130-3901 of the: 
(i) ineligibility of the child or youth with disabilities;  
(ii) termination of the grant; and  
(iii) the effective date of such ineligibility and/or termination. 

(b) The State Superintendent of Education shall immediately notify in writing the 
county or city board of education grantee in the event of any termination by the 
State Superintendent of Education and the effective date of such ineligibility. 

 
Reimbursement Form 
 

Reimbursement claims shall be submitted on form CFSE Form 2, ALABAMA 
CATASTROPHIC TRUST FUND FOR SPECIAL EDUCATION. Forms may be obtained 
without cost from the ALABAMA STATE SUPERINTENDENT OF EDUCATION, 
GORDON PERSONS BLDG, 50 N RIPLEY ST, MONTGOMERY, AL 36130-3901. 
 
Reimbursement to Grantee 
 
(1)  Amount of Grant. 

(a) The dollar amount of each grant shall be determined in accordance with 
Alabama Administrative Code. 

(b) Funds will be reimbursed to each local education agency on a 75 percent 
Catastrophic Trust Fund for Special Education and 25 percent local education 
agency match unless varied or waived by the State Superintendent of 
Education in accordance with Alabama Administrative Code. 

(2) Disbursement of Funds. 
(a) Receipt of Claim for Reimbursement, CFSE Form 2, Catastrophic Trust Fund 

for Special Education, Alabama Administrative. 
1. Upon each receipt of claim for reimbursement and approval of same by the 

Alabama State Superintendent of Education, the Office of the Assistant State 
Superintendent for Administrative and Financial Services shall prepare 
voucher (and/or electronic transfer document) requesting the State 
Comptroller to disburse funds not to exceed the amount of the grant, as 
determined in accordance with Alabama Administrative Code r. 290-080-
092-.06(3) and 290-080-092-.08(1), to the local county or city board of 
education named as grantee. 

 
Maintenance Of Records 
 
(1) County or City Board of Education Grantee. 
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(a) Each grantee shall establish and maintain on a current basis adequate records 
which reflect each transaction with respect to program and fiscal activity as 
these relate to the administration of the Catastrophic Trust Fund for Special 
Education grant. 

(b) The records for each grant period (each fiscal year ending September 30) shall 
be retained for a period of five (5) years following the date of notification of 
grant, Alabama Administrative Code r. 290-080-092-.08(1). 

(c) The State Superintendent of Education, or any of the State Superintendent's 
duly authorized representatives, shall have access, for the purpose of review 
and examination, to Catastrophic Trust Fund for Special Education grant 
records and supporting documents maintained by the county or city board of 
education grantee. 

(d) The records involved in any claim or expenditure which has been questioned by 
a review in accordance with Alabama Administrative Code r. 290-080-092-
10(1)(c) or by an audit by the State of Alabama Examiners of Public Accounts 
or by an independent audit by an accountant employed by a LEA or an audit by 
the State Auditor must be retained until resolution of any such review or audit 
questions. 

 
Driver Education and Training by the State Department of Education 

 
 The legislature has provided both a source of revenue and a 
programmatic requirement for driver education training.  The dedicated revenues 
are from the State Drivers’ Fund as previously described.  The statutory 
requirement is provided in the following discussion 
 
Driver Education and Training 

 
§ 32-3-7.  Allocation of funds — Department of Education or any 
educational institution for prelicensing driver education and training 
program. 
 

The State Safety Coordinating Committee is hereby authorized to 
allocate any funds appropriated to it to the Department of Education or to 
any educational institution in Alabama for the sole purpose of instituting 
and conducting a program of prelicensing driver education and training. All 
funds so allocated shall be set up in a special fund in the State Treasury 
known as the "Driver Education and Training Fund" which shall be used 
solely for the purpose of carrying out the provisions of this section (Code 
of Alabama 1975, Section 32-3-7). 
 
Driver and Traffic Safety Education for high school students is an elective course 

primarily for tenth-grade students who have reached their 15th birthday.  The class is 
divided into two distinct phases.  There should be an absolute minimum of thirty hours 
of instruction, including Boating Safety (statutory requirement follows below), in either 
the block or regular schedule classes and each student shall be required to successfully 
complete a performance-based evaluation of basic driving skills in a dual control 
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vehicle.  High School students in the public schools of Alabama shall receive one-half 
credit upon completion of an approved course in driver education. 

 
Boating Safety 
 

§ 33-5-81.  Boating safety as part of driver education curricula. 
 
The State Department of Education shall require a segment of the 
approved driver education curricula to include boating safety in Alabama, 
beginning with the 1994-95 school year. The boating safety curricula shall 
be approved in writing by the Commissioner of Conservation and Natural 
Resources and the State Superintendent of Education (Code of Alabama 
1975, Section 33-5-81).  

 
The goal and purpose of driver education is for students to learn the 

fundamentals of safety and responsibility within the driving environment and to gain 
actual driving experience under the supervision of a certified driver education instructor.  
Students should be aware of their responsibilities toward the occupants of their vehicles 
as well as other users of the highway transportation system. 

 
Allocation of State Funds to Local Boards of Education 
 
 The following programmatic options were funded for FY 2003-04: 
 

1. Simulation. We currently provide a maintenance contract for existing 
simulation systems. 

 
2. Driver Education vehicles with the 80/20 match program.  There is currently 

provided an 80/20 match program to purchase vehicles.  Vehicles are 
requested through the LEA superintendent’s office.  Vehicles are purchased 
from the Alabama Dept. of Transportation (ALDOT) motor pool.  Average cost 
of a vehicle is $7,500.00—SDE will reimburse the system for 80% of the cost 
of the vehicle.   Most of the vehicles are Ford Taurus with about 30,000-
60,000 miles.  LEA’s have averaged 60 cars per year since the program 
began in 2000.  (Approx. 300 Driver Education cars have been purchased by 
LEA’s using this program.) 

 
3. Driver Education Curriculum Guide. The SDE provides a curriculum guide 

with the most up to date information.  These guides were distributed to all 
school systems in the state for distribution to their Driver Education 
Instructors. 

 
4. Preliminary Certification in Driver Education.  SDE began to certify Driver 

Education Instructors in the summer of 1998 and has helped to certify more 
than 300 Driver Education Instructors since the program’s inception.  SDE 
teaches two courses lasting one week (40 hours) each and then an instructor 
must teach Driver Education for two years before becoming certified.  Before 
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SDE instituted this program, only one university in the state offered Driver 
Education certification and it took over two years of on-campus classes, 
which created severe hardships for many people wanting to become Driver 
Education certified. 

 
5. Third Party Testing Program Incentives.  Been in existence since 1998.  

There are currently certified over 350 driver education instructors to give the 
Road Test during Driver Education class.  The SDE issued approximately 
10,000 certificates in 2003-04, and provide tos LEA’s, $20.00 for each student 
tested.  The SDE distributed over $183,000.00 to school systems in Alabama 
last school year (does not include summer school programs).  The Program is 
monitored by SDE personnel 

 
6. Alabama Driver Manuals. 

 
Local Fees for Driver Education 
 
 In accordance with state statute and State Board of Education regulations,  no fee 
shall be charged any child whose family is unable to pay the fee.   Thirty dollars ($30) 
per student, per semester, is the maximum driver education fee to be charged by local 
boards of education without approval from the State Superintendent of Education.   The 
State Superintendent of Education may approve a higher fee upon the request of a local 
superintendent approved by the local board of education with sufficient documentation 
of actual costs in excess of the maximum.  Each board of education shall establish 
criteria by which the ability of families to pay the fee may be determined and submit 
same to the State Superintendent of Education for approval. Local boards of education 
shall take reasonable steps to insure that students for whom no fee is required shall not 
be identified. 
 

CHILDREN FIRST TRUST FUND 
 
 Another dedicated revenue source for Public Education is from Alabama’s Share of 
the Tobacco Revenue received from the Master Settlement Agreement for FY 2000 to 
October 1, 2003 has been $475,683,012.  The amounts have been as follows: 
 
  

Fiscal Year Amount 
FY 2000 $131.7 million (actual) 
FY 2001 $103.1 million (actual) 
FY 2002 $121.8 million (actual) 
FY 2003 $119.3 million (actual) 
FY 2004 $95.8 million (estimated) 
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Children First Trust Fund Established, 1998 
 
 The legislature in 1998 created in the State Treasury a special fund to be known 
as the Children First Trust Fund.  The purpose of this fund was for appropriation to the 
Alabama Juvenile Justice Coordinating Council “for purposes of providing allocations to 
intensive child and family program and for purposes of implementing and administering 
this chapter (Code of Alabama 1975, Section 41-15B-2).  This Trust Fund was created 
contingent upon the revenues received by the state pursuant to any federal tobacco-
related settlement, any tobacco-related appropriations made by the United States 
Congress to the State of Alabama, or any revenues received by the state from litigation 
against any tobacco-related industry. 
 
 The Trust Fund would consist of these tobacco revenues and any appropriations 
or revenues received from any other source.  Other fund sources could include grants, 
appropriations, gifts, and donations.  The fund would receive the first annual installment 
of up to $85,000,000 in tobacco revenues with any additional amount be deposited into 
the State General Fund.  Any funds remaining at the end of the fiscal year would not 
revert to any other fund but would remain in the Children First Trust Fund. 
 
 A primary intended recipient of these funds were at-risk children.  These were 
defined as follows: 
 

 Children who because of social, health, or educational factors are 
experiencing difficulty with learning, school achievement, or preparation 
for employment as evidenced by excessive absence from school without 
acceptable excuse, by virtue of being parents, by having been referred to 
the juvenile court, or by being one or more years behind their age group in 
the number of credits obtained in basic skill levels obtained (Code of 
Alabama 1975, Section 41-15B-1). 

 
It was the intent of the legislature in 1998 that the majority of the funds received from 
the anticipated tobacco settlement be used for the benefit of children. 
 

Children First Trust Fund Amended, 1999 
 
 By 1999, the priorities of the legislature had changed.  No longer was the single 
political purpose for the revenues from the proposed tobacco settlement to be the 
welfare of children.  The issues of Children First would become the lower priority for 
funding and economic development would become the first priority. 
 
Alabama 21st  Century Fund and Alabama 21st Century Authority Created, 1999 
 
  The Legislature determined in 1999 that the changes should be made to the 
earmarking of the Tobacco Settlement revenues.  It declared that “The State of 
Alabama has a great need from time to time to have access to financing for economic 
development and industrial recruitment that does not involve improvements to revenue-
producing facilities (Acts 1999, Regular Session, Act 99-353).   The Legislature further 
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found that it was It is desirable and in the public interest to establish a state-level 
authority with the power to issue bonds for such general purposes.  The state was to go 
into debt and avoid the constitutional limitation on debt by issuing revenue bonds.  The 
legislature noted that 
 

(3) The Alabama Supreme Court has held, in effect, that only when 
the debt of a public corporation is payable out of a new revenue source 
will such debt not be considered a debt of the state in contravention of 
Section 213 of the Constitution of Alabama of 1901; the State of Alabama 
expects to receive in the near future new revenues from the settlement of 
certain litigation between the state and the tobacco industry (Code of 
Alabama 1975, Section 41-10-621). 

  
The legislature statutorily created a special fund known as the Alabama 21st Century 
Fund into which tobacco revenues would be deposited.  It also incorporated the 
Alabama 21st Century Authority, which would have the power to issue bonds in 
limited subject to legislative approval by separate act.  The bonds were to be repaid out 
of specified monies held in the Alabama 21st Century Fund and other monies and 
property available to the authority.  This same legislation authorized the issuance of up 
to $50 million in bonds to finance the payment of training costs.  Furthermore, it 
provides for the direct payment of training costs from Fund revenues (Code of Alabama 
1975, Section 41-10-621). 
 

Revenues of Children First Trust Fund 
 

Before any funds had been received to the Children First Trust Fund, a new 
funding plan was developed.  The following amounts were specified to be transferred to 
the Trust Fund from tobacco revenues in Table 4-2: 

 
Table 4-2 

Earmarked Revenues to the Children First Trust Fund 
 

Fiscal Year Amount 
2000 Up to $60,000,000 
2001 Up to $65,000,000 

2002  and thereafter Up to $70,000,000 
 

 In addition to diverting tobacco revenues from the Children First Trust Fund, the 
legislature made several additional changes.  One was to remove the Alabama Juvenile 
Justice Coordinating Council as the fiscal agent for appropriations and disbursements.  
Another was to create funding for the new executive position of Commissioner of 
Children’s Affairs in the amount of up to $225,000 or the equivalent percentage of the 
total fund.  Another was to provide for allocations of Children First Trust Fund revenues 
to specific state agencies (Acts 1999, Regular Session, Act 99-390)(Code of Alabama 
1975, Section 41-15B-2.2).  A further amendment of the statute occurred in 2001 when 
the following language was added: 
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 (a)  All tobacco revenues from the tobacco settlement received by 
the state previously designated for the Children First Trust Fund shall be 
deposited to the Children First Trust Fund within 30 calendar days of 
receipt of those tobacco revenues. 
 
 (b)  Allocations from the Children First Trust Fund are conditioned 
upon the receipt of tobacco revenues (Code of Alabama 1975, Section 41-
15B-7). 

 
These provisions were added because the longer the tobacco settlement funds 
remained unallocated in the state treasury, the interest earned accrued to the General 
Fund.  Also, the realization was that the tobacco money might not always be available. 
 

Allocation of Children First Trust Fund 
 

The 1999 Act provided for the following allocation by percent of the assets of the 
Fund: 

 
(1) Department of Public Health (10%) for distribution to one or more of the 
following programs:  (a) the Children’s Health Insurance Program; (b) programs 
for tobacco control among children to reduce consumption of tobacco products; 
(c) the Alabama Qualified Health Center Grant Program to increase access to 
preventive and primary services uninsured, underinsured, or medically indigent 
patients; and (d) any other children’s services provided by the Department of 
Public Health. 
 
(2) State Board of Education (22%) for funding the following programs:  (a) 
the operation of alternative schools distributed pro rata to local boards of 
education who submit a satisfactory plan based upon the second month 
enrollment of the preceding school year; (b) the School Safety Enhancement 
Program distributed pro rata to local boards of education who submit a 
satisfactory plan based upon the second month enrollment of the preceding 
school year; and (c) any other children’s services provided by the State Board of 
Education.  
 
(3) Department of Human Resources (20%) for funding one or more of the 
following programs:  (a) foster care basic monthly maintenance rates to foster 
families; (b) recruitment and maintenance of additional therapeutic foster homes; 
(c) the Alabama Child Care Management Agencies to fund child care programs; 
(d) services though licensed shelter care and licensed residential foster homes; 
(e) special needs adoptions to assist in recruiting prospective adoptive parents 
and to provide assistance; (f) child advocacy centers within the state; and (g) any 
other children’s services provided by the Alabama Department of Human 
Resources. 
 
(4) Children’s Trust Fund  (5%) to be distributed to one or more of the 
following:  (a) community-based programs for prevention services; (b) 
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community-based programs targeted toward at-risk children; (c) the Children’s 
Cabinet; (d) the Wallace Newborn Screening Program; (e) the Child Abuse and 
Neglect Prevention Board; and (f) any other children’s services provided by the 
Children’s Trust Fund. 
 
(5) State Multiple Needs Children’s Fund (5%) to be allocated by the 
Alabama Children’s Services Facilitation Team for services to multiple needs 
children as follows:  (a) to counties based upon per capita child population of 
each county; (b) excess needs in the counties; and (c) any other children’s 
services provided by the State Multiple Needs Children’s Fund.   
 
(6) Department of Mental Health and Mental Retardation (5%) for one or 
more of the following programs:  (a) community-based programs for children and 
families in crisis; (b) intensive long term programs to change behavior and 
rehabilitate children; and (c) any other children’s services provided by the 
Department of Mental Health and Mental Retardation.   
 
(7) Juvenile Probation Services Fund (10%) to be administered by the 
Administrative Office of Courts as follows:  (a) to convert juvenile probation 
officers and support staff in certain counties to state employee status; (b) to fund 
additional juvenile probation service positions at the ratio of one position per 
population of 47,000; and (c) any other juvenile probation service provided by the 
Administrative Office of Courts through the Juvenile Probation Services Fund. 
 
(8) Department of Youth Services (17%) to fund through public or private 
providers the following:  (a) facilities to integrate children back into their local 
communities; (b) wilderness programs; (c) alternative programs which may 
include bootcamps; (d) subsidies for regional detention centers; and (e) any other 
children’s services provided by the Department of Youth Services. 
 
(9) Alabama Medicaid Agency (3.5%) to provide services to directly benefit 
the needs of children and an aids waiver. 
 
(10) Alcoholic Beverage Control Board (1%) for education and enforcement of 
prohibition of access to tobacco products by minors. 
 
(11) Department of Forensic Sciences (1%) for services related to the 
investigation of child deaths.   
 
(12) Department of Rehabilitation Services (0.5%) for (a) early intervention 
services for children who have traumatic brain injury; and (b) child death review 
teams.  

 
Statutory Spending Plan Required of the State Board of Education 

 
The statute provides that the State Board of Education shall allocated the twenty-two 
percent of the fund to do one or more of the following activities: 
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a. The operation of alternative schools as defined below: 

 1. In the initial fiscal year funding after June 9, 1999, the State 
Board of Education shall distribute a pro rata share of the monies based 
upon the second month enrollment of the preceding school year to each 
local board of education which submits a plan that satisfies all of the 
following criteria: 

 (i) The local board of education shall provide a 25 percent 
match of all funds for alternative school programs. 

 (ii) The local board of education shall provide suitable 
facilities for housing alternative school programs. 

 (iii) The plan submitted by each local board of education 
shall provide multiple tiers of alternative school programs which 
include, but are not limited to, "in-school suspension," a short-term 
alternative school program designed to enable children to perform 
in the traditional classroom setting, and a long-term program which 
is a true alternative to expulsion. 

 (iv) The plan as submitted by each local board of education 
shall outline the educational services which shall be available to 
each child assigned to the short-term or long-term programs. Those 
services shall include, but are not limited to, all of the following: 

  A. Remedial education where necessary. 

  B. Counseling, including sessions on conflict resolution. 

  C. Social skills development. 

 (v) Each tier of the local plan shall be curriculum-based to 
address the goal of academic improvement and shall include, to the 
extent possible, mandatory parental notification and involvement. 

 (vi) If a local board of education can satisfactorily 
demonstrate that alternative school programs meeting all of the 
criteria in this section have been implemented, the allocation to the 
local board of education for alternative school programs may be 
directed by the State Board of Education to programs under the 
School Safety Enhancement Program. 

 (vii) Each year any monies remaining after distribution by the 
State Board of Education to the local boards of education which 
meet the criteria pursuant to subparagraph 1. and qualify for a 
portion of the monies, shall be allocated to those local boards of 
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education demonstrating innovative programs with measurable 
improvements in academic achievement, attendance, school 
behavior, and parental involvement. 

 2. The State Board of Education shall review the programs of each 
local board of education receiving monies from the fund and shall annually 
submit a report to the council by July 1. This report shall include all of the 
following: 

 (i) The number of children served in each tier of the program. 

 (ii) The improvement in academic achievement. 

 (iii) The improvement in behavior. 

 (iv) The improvement in parental involvement. 

 (v) Financial accounting for the state and local monies 
expended. 

 3. The State Board of Education shall develop additional criteria for 
continued state funding of programs initiated pursuant to this chapter. 

 4. Sufficient safeguards shall be implemented to ensure that the 
new monies will increase and not supplant or decrease existing state or 
local support. 

b.1. The School Safety Enhancement Program. The amount of monies 
available to each local board of education shall be determined by the 
State Board of Education based upon the second month enrollment of the 
preceding school year. To be eligible to initially receive a portion of the 
monies, each local board of education shall submit a grant application 
pursuant to guidelines promulgated by the State Board of Education with 
provisions for annual renewal of the grants. Provisions for program 
evaluation in order to determine effectiveness and financial accountability 
shall be included in the guidelines. The guidelines shall include all of the 
following: 

 (i) A component to enhance parental participation in school 
activities and promote parental responsibility for the performance 
and behavior of their children. 

 (ii) A requirement for a local 25 percent match of funds for 
school safety activities, excluding pre-kindergarten programs for at-
risk children listed in item (ii) of subparagraph 2. 
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 (iii) Sufficient safeguards implemented to ensure that the 
new monies will increase and not supplant or decrease existing 
local support. 

 2. School Safety Enhancement Programs eligible for grants shall be 
designed to prevent or reduce violence in the schools and communities 
and reduce school disciplinary or safety problems. The programs shall 
relate to one or more of the following: 

 (i) Extended day programs with supervised activities 
including, but not limited to, remedial education; tutorial assistance; 
arts, music, or other cultural enhancement; and activities for gifted 
children. Each local board of education may charge a fee based 
upon income for participation in the programs. 

 (ii) Pre-kindergarten programs for "at-risk" children. These 
programs do not require the local 25 percent match of funds for 
school safety activities mandated by item (ii) of subparagraph 1. 

 (iii) Truancy prevention programs which may include 
additional school attendance personnel and a Saturday school 
component. 

 (iv) Programs to assist children in dealing with anger and 
emphasizing acceptable ways of dealing with violence including 
peer mediation, conflict resolution, and law related education. 

 (v) Safety plans involving the use of metal detectors, other 
security devices, uniforms, school safety resource officers, or other 
personnel employed to provide a safe school environment. 

 (vi) Drug, alcohol, tobacco, gang-related, or satanic 
worshipping-related education, prevention, detection, or 
enforcement programs. 

 (vii) At-risk identification and intervention programs designed 
to identify children who are at-risk and coordinate school and 
community services so that the mental, physical, and social 
capabilities of the child are enhanced. 

 3. The State Board of Education shall review the programs of each 
local board of education which receive monies from the fund and annually 
submit a report to the council by July 1. This report shall include all of the 
following: 

  (i) The number of children served.  
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  (ii) The improvement in academic achievement. 

  (iii) The improvement in behavior. 

  (iv) The improvement in parental involvement. 

 (v) Financial accounting for the state and local monies 
expended. 

 4. The State Board of Education shall develop additional criteria for 
continued state funding of programs initiated pursuant to this chapter. 

c. Any other children's services provided by the State Board of Education 
(Code of Alabama 1975, Section 41-15B-2.2). 

State Board of Education Share Diverted, FY 2005-06 and FY 2006-07 
 
 In order for the Legislature to bolster revenues to the General Fund for FY 2005-
06 and FY 2006-07, legislation was approved which transferred “that portion of Children 
First Trust Fund receipts currently allocated for the State Board of Education shall be 
transferred from the Children First Trust Fund to the State General Fund during the 
fiscal year ending September 20, 2007 (Acts of Alabama 2006 Regular Session, 
Number 2006-407)..  To replace this lost funding, the Legislature made an appropriation 
to the State Board of Education for Operations and Maintenance/Children First 
Programs.  The amount for FY 2005-06 was $12,039,745 and the amount for FY 2006-
07 was $12,279,548.  The language in the respective appropriations bill for FY 2005-06 
stated that the appropriation was “To be expended in the same manner and for the 
same programs as the Children First Trust Fund is being expended in the current fiscal 
year,”   The language for the FY 2006-07 appropriations bill required the same program 
expenditure “as is being expended in the current fiscal year. 
 

Appropriations of Tobacco Settlement Revenues 
 

As previously noted, the legislature created the Alabama 21st Century Fund into 
which the tobacco revenues would be deposited (Acts 1999, Regular Session, Act 99-
353).  This act provided for distribution of the tobacco revenues for four purposes by 
priority.  

 
(1) The first of these is for repayment of bonds issued by the Alabama 21st 

Century Authority which was created by the Act for the purpose of promoting economic 
development and industrial recruitment.  Funds for this purpose are to be retained in the 
Alabama 21st Century Fund and used to pay principal, interest, and any premium on 
Bonds issued by the Authority.  These are shown in Table 4-3: 
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Table 4-3 
Earmarked Revenues to the Alabama 21st Century Authority 

 
Fiscal Year Amount Retained 

2000 $7,000,000 
2001 $9,000,000 
2002 $11,000,000 

2003-2017 $13,000,000 
2018  and thereafter $16,000,000 

 
 (2) The second priority on these tobacco revenues was the Children First Trust 
Fund as previously described, including the transfer of $225,000 or its percentage 
equivalent to the Department of Children’s Affairs. Of course, this second priority is 
continent on revenues being available over and above the statutorily retained amount 
by the Alabama 21st Century Authority. After these first two priority allocations are 
made, the Alabama 21st Century Fund is required to transfer funds for the following 
purposes as the third priority.   
 

(3) The third priority is an amount up to $2,000,000 to be annually transferred to 
the Alabama Senior Services Trust Fund to expand the delivery of services to the 
elderly population of Alabama (Acts 1999, Regular Session, Act 99-390). 
 
 (4)  The fourth priority is that any remaining balance is transferred annually to the 
State General Fund.  For fiscal years 2000 and 2001, an amount up to $40,000,000 is 
appropriated to the Alabama Medicaid Agency.  From this amount, $3,000,000 shall be 
used to fund the Medicaid Waiver Program at the Alabama Commission on Aging.  For 
fiscal year 2002 and thereafter, an amount up to $45,000,000 shall be transferred to the 
Alabama Medicaid Agency.  Funding received by the state over and above these 
amounts in the amount of $38,000,000 shall be distributed 50% to the Alabama 
Medicaid Agency and 50% to the State General fund.  Any excess funds will be 
distributed by the Medicaid Legislative Oversight Committee. 
 
Appropriations from the Tobacco Settlement Revenues follow in Table 4-4: 
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Table 4-4 
Allocation of Tobacco Settlement Revenues 

     FY 2002-2003   FY 2003-2004   FY 2004-2005  
         Governor's  
   PURPOSE   Appropriations   Appropriations   Recommendation  
 CHILDREN'S FIRST TRUST FUND      
   Department of Public Health  5,500,000  6,370,000  4,753,040  
   State Board of Education  15,879,750  20,157,550  12,000,000  
   Department of Human Resources  11,000,000  14,540,694  11,000,000  
   Children's Trust Fund  2,750,000  3,827,453  3,827,453  
   Multiple Needs Children's Fund  2,750,000  3,000,000  3,000,000  
   Department of Mental Health  2,750,000  5,004,659  3,877,329  
   Juvenile Probation Officers Fund  9,954,610  9,958,168  4,562,066  
   Department of Youth Services  10,900,000  14,182,500  12,582,884  
   Alabama Medicaid Agency  1,925,000  2,165,000  2,165,000  
   ABC Board  550,000  733,350  733,350  
   Forensic Sciences  550,000  750,000  850,000  
   Rehabilitation Services  275,001  350,000  300,000  
       
   Total Children's First Trust Fund  64,784,361  81,039,374  59,651,122  
       
 Department of Children's Affairs  249,836  227,348  227,348  
 21st Century Debt Service  13,000,000  13,000,000  13,000,000  
 Senior Services Trust Fund  0  5,024,503  1,356,699  
 Alabama Medicaid Agency  63,777,572  32,000,000  26,628,262  
 Department of Senior Services - Medicaid 
Waiver  

2,840,396  2,515,000  2,500,000  

       
 Total 21st Century  144,652,165  133,806,225  103,363,431  

 
 

Appendices Which Follow 
 

SPECIAL TRUST FUNDS FOR EDUCATION 
 
Appendix 4-1 Administrative Code for Driver Education 
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Appendix 4-1 
Administrative Code for Driver Education 

 

ALABAMA STATE BOARD OF EDUCATION 

STATE DEPARTMENT OF EDUCATION 

ADMINISTRATIVE CODE 

CHAPTER 290-3-1 PUBLIC SCHOOL GOVERNANCE 

 

16) Driver Education. 

(a) No fee shall be charged any child whose family is unable to pay the fee. 

(b) Thirty dollars ($30) per student, per semester, is the maximum driver education fee to be charged by 
local boards of education without approval from the State Superintendent of Education. 

(c) The State Superintendent of Education may approve a higher fee upon the request of a local 
superintendent approved by the local board of education with sufficient documentation of actual costs in 
excess of the maximum. 

(d) Each board of education shall establish criteria by which the ability of families to pay the fee may be 
determined and submit same to the State Superintendent of Education for approval. 

(e) Local boards of education shall take reasonable steps to insure that students for whom no fee is 
required shall not be identified. 

(f) During a full semester course, schools must provide for each student the equivalent of an absolute 
minimum of 30 class hours of 60 minutes each (or a total of 1,800 minutes) in classroom instruction, plus 
at least six class hours of 60 minutes each (or a total of 360 minutes) in supervised behind-the-wheel 
instruction, exclusive of observation time in a dual-control car. 

(g) Where driving simulators are used, not more than one-half of the six clock hours per student in 
behind-the-wheel instruction will be provided on simulators. The time ratio for simulator instruction shall 
be at least four hours of simulated experience to each one hour of experience at the controls of a 
practice-driving car. For example, it would take four hours of simulated instruction to equal one hour 
behind-the-wheel instruction. 

(h) When a multiple-care driving range is used, it shall take two hours of range driving to substitute for 
one hour of on-street driving. When this technique is used, each student must complete at least one hour 
of actual on-street driving as well as the range training. 

(i) Without making changes for the minimum class hours required in a driver education class, the 
requirement to teach boating safety in a driver education class must be met during the minimum thirty 
hours of classroom instruction time. 
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5.  GENERAL STATE APPROPRIATIONS FOR EDUCATION 
 

INTRODUCTION 
 
 Appropriations for public education in Alabama are implemented in a variety 
of ways which follow.   
 

 (1) Dedicated Revenue Source.  The most basic procedure is when 
there is an earmarked revenue source – a fund – and a method of distribution in 
either the constitution or statute.  The Public School Fund was an example of a 
constitutional fund, and the State Driver’s Fund an example of a statutory fund.  
Both the revenues and the expenditures are restricted.   
 

(2) Statute With Mandated Expenditure.  The next procedure is when 
there is a statute requiring the expenditure of state funds on a certain program, 
and the amount of funding required is determined by the statute.  The 1995 
Foundation Program is an example of this procedure.  The funding becomes an 
entitlement, although the Legislature may exercise discretion in certain funding 
components.   

 
(3).  Statute Without Mandated Expenditure.  The next procedure is 

when there is a statute requiring the expenditure of state funds on a certain 
program, and the amount of funding required is determined by the Legislature 
depending upon the financial condition of the Education Trust Fund.  The School 
Nurses Program, a discussion of which follows, is an example of this process. 

 
(4)  Line Item of Appropriation.  And the last procedure is when there is 

no statutory obligation or procedure for the expenditure of funds for a program, 
but the Legislature in its discretion   

 
Fiscal Agent for Appropriation 

 
 When an appropriation is made in the annual education appropriations acts, the 
agent must be identified who will act in a fiscal capacity and who will be accountable for 
the proper expenditure of the funds.  Generally, the following procedures are used. 
 

(1)  Appropriation to the State Board of Education for distribution by a formula 
existing in statute to local boards of education.   
  
(2)  Appropriation to the State Department of Education for distribution to local 
boards of education in a process and procedure to be determined by the State 
Department of Education. 
 
(3) Appropriations to specific schools such as a private school receiving state 
funding.  This may occur in a separate bill. 
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(4)   Appropriations to the State Department of Education for operations and 
maintenance of the State Department of Education but which may be expended 
for the benefit of local boards of education.  

 
Registered School Nurses Program, 1998 
 

The Legislature in the Regular Session of 1998 created a new categorical aid 
program for local boards of education.  Act 98-672 provided for the addition of 
registered school nurses in the school staffing program which is required by the state.  
The State Board of Education shall require local boards of education to employ 
registered school nurses in a phase-in schedule which is contingent upon funding in the 
Education Trust Fund annual budget act.  The phase-in schedule provided by the 
Legislative Fiscal Office to accompany the legislation follows in Table 5-1.  The 
calculations for determining the number of earned nurse units to be allocated to each 
local board of education allows one nurse to be allocated for each major fraction of 
student ADM.   
 

Table 5-1 
Phase-in Schedule of Registered School Nurses by Act 98-672 

 
Fiscal Year Divisor  in ADM Nurse Units Earned
1999-2000 School System 128
2000-2001 7,000 89
2001-2002 6,500 103
2002-2003 6,000 117
2003-2004 5,500 133
2004-2005 5,000 152
2005-2006 4,500 168
2006-2007 4,000 190
2007-2008 3,500 215
2008-2009 3,000 252
2009-2010 2,500 305
2010-2011 2,000 370  

Note:  For FY 1999-2000, there were 128 local school systems and 
each local school system was allocated one nurse unit. 

 
The divisors that are stated are based upon pupils in Average Daily Membership during 
the first two scholastic months of the preceding scholastic year.  Nurses employed 
exclusively from federal funds shall not be considered in the ratios as required by this 
section. Nurses employed with local funds are to be included in the ratios as required by 
this Act.  
 

For administration of the program, the State Board of Education is directed to 
employ a School Nurse Consultant who is a registered nurse and who shall provide 
supervision of the programs statewide.  The State Board of Education shall approve a 
minimum statewide salary schedule which shall be included in the annual budget act for 
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public schools in the amount necessary to implement the provisions of this act (Code of 
Alabama 1975, Section 16-22-16). 
 
 Unfortunately, the Legislature has not seen fit to appropriate the number of nurse 
units annually to meet this schedule because the enabling legislation made the 
implementation “contingent on funding in the Education Trust Fund annual budget act.” 
Therefore the amount appropriated has remained virtually unchanged since the initial 
appropriation for FY 1999-2000.  The Legislate has provided the following distribution 
language for FY 2004-2005: 
 

 To be distributed so that each school system shall receive one 
nurse and one additional nurse for each full increment of 11,500 students 
(Acts of Alabama, Number 2004-456). 
 

This new apportionment plan was also included in the education appropriations act for 
FY 2005-06 (Acts of Alabama, Number 2005-173)  The amount to be allocated to each 
local board of education for each nurse earned is determined by dividing the total 
number of nurses earned into the annual ETF appropriation.  The total number of 
nurses to be allocated is determined granting each local board of education one nurse 
and then dividing the total ADM by 11,500.  For FY 2005-06, the amount of 
appropriation is $6,756,889. 
 
District Technology Coordinator 
 
 The State Board of Education requires each local board of education to create a 
staff the position of district technology coordinator that meets the job description and 
qualifications as established by the State Board of Education and serves as the primary 
point of contact for all technology issues. The District Technology Coordinator, as 
directed by the school system, shall be responsible for a technology program that 
ensures the proper accountability for the following:  technology funds; technology 
professional development; technology planning and reporting; coordination of 
technology across all programs a safe, secure, and fully operable network; technology 
procurement and inventory; technology support for data management; technology 
support for distance learning; and, directing a program to ensure all state standards 
involving technology for teachers, administrators, and students are met and technology 
is integrated throughout the curriculum. 
 
 For FY 2005-06, the Legislature has appropriated $4,585,000 for the purpose of 
supplementing the financial support local boards must provide for a District Technology 
Coordinator.  This amount grants $35,000 to each local board for a salary for this 
position.  This appropriation does not have a statutory basis, but exists only as an item 
of appropriation.   
 
Governor’s High Hopes for Alabama Students 
 
 This appropriation is made annually without a statutory requirement and is 
designed to benefit each student who failed any section of the Alabama High School 
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Graduation Exam.  The amount of the appropriation is determined on an annual basis 
by the Legislature.  The allocation to a local board of education is determined by 
dividing the total High Hopes appropriation by the total number of students failing any 
section of the Alabama High School Graduation Examination.  The local board’s 
allocation is then the product of the amount per failing student times the number who 
failed in that school system.  The appropriation must be used to provide immediate 
assistance to those failing students.  The total state ETF amount appropriated for FY 
20005-06 is $5,885,927.  This appropriation is made to the State Department of 
Education for allocation. 
 
Alabama Preschool Special Education Act. 
 

The Legislature approved legislation in 1991 known as the “Alabama Preschool 
Special Education Act.”  The purpose of the Act (Acts 1991, No. 91-474 was to establish 
a preschool special education program for children with disabilities for ages three 
through five years inclusive.  All local boards of education are required under the 
provisions of this Act to provide free appropriate public education for all eligible children 
with disabilities.  This Act is in accordance with the Individuals with Disabilities 
Education Act.  Free and appropriate public education must be provided as defined by 
federal statute under Public Law 91-230, the Disabilities Education Act, previously 
known as the "Education of the Handicapped Act," (Code of Alabama 1975, Sections 
16-39A-1 through 3).   

 
The amount of the annual appropriation from the ETF by the Legislature does not 

have a statutory calculation basis.  Each local board of education reports in December 
how many children ages 3 and 4 that they are to serve with special needs.  The total 
number of children (childcount) is then divided into the total appropriation.  For FY 2005-
06, this amount is $2,265,442.  Each local board’s allocation is determined by 
multiplying the statewide amount per child by the local board’s childcount.   
 

Science in Motion, 1995 
 

The Science in Motion had its origins in 1994 and became a full statewide 
program in 1995.  Legislation was approved with the plan to bring model instruction in 
science to all schools requiring such assistance accommodated in mobile vans.   
 

§ 16-61C-4.  Rules and regulations; schedule for expansion of 
program; advisory committee. 
 

(a) The State Board of Education may promulgate necessary rules 
and regulations for the effective administration of the Alabama Science in 
Motion Program, in accordance with applicable state laws. Upon the 
recommendation of the State Superintendent of Education the State Board 
of Education shall adopt a flexible schedule, of not more than five years, 
that will provide for the complete statewide expansion of the Alabama 
Science in Motion Program to eleven networks, one network to operate 
within the service region of each of the eleven existing Alabama Regional 
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Inservice Centers. ASIM Program expansion shall be completed when 
each network shall operate one van for each of the three core sciences, 
namely biology, chemistry and physics. The schedule shall consist of 
three or more phases; provided, that all effort shall be made to ensure that 
no geographic region of the state shall be unduly neglected by the 
schedule as the expansion of the ASIM Program unfolds. 
 

It is hereby expressly provided that each phase of the schedule 
shall be implemented only to the extent that funding is appropriated or 
otherwise made available for implementation (Acts of Alabama 1975, 
Section 16-61C-4). 
 

 Again, this is a program with a statutory basis but whose year programmatic 
function is limited by the annual appropriations made by the Legislature.  

 
At-Risk Program 

 
This Program is also statutory and began in 1995.  It is described fully in Module 15. 

 
Appendices Which Follow 

 
GENERAL STATE APPROPRIATIONS FOR EDUCATION 

 
 

Appendix 5-1 Appropriations for K-12, FY 2004-2005
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Appendix 5-1 
Appropriations for K-12, FY 2001 – FY 2005 

10/28/2004 Appropriations Appropriations Appropriations Appropriations Appropriations
CATEGORY 93.80% & Act 01-1096 95.5925% 100.00% 100.00%
II. ELE/SEC EDUCATION     

A. Average Daily Membership 732,660.93             731,254.34             730,170                  731,501.56             732,461.91             
1 Foundation Program (# of TU's) 46,788.20               46,625.13               46,493                    46,536.90               46,694.11               
2 Salary Allotments n/a 1,721,625,471        1,768,687,772        1,763,294,214        1,782,621,673        
3 Salary Allotment Per TU n/a 36,924.84               38,042                    37,890.24               38,176.59               
4 Employee Benefits n/a 478,886,016           479,265,707           531,663,876           602,029,196           
5 a. FICA 6.200% 6.200% 6.200% 6.200% 6.200%
6 b.  Medicare 1.450% 1.450% 1.450% 1.450% 1.450%
7 c. Unemployment Compensation 0.125% 0.125% 0.125% 0.125% 0.125%
8 d. Teachers Retirement System 6.380% 5.960% 5.020% 6.560% 7.030%
9 e. PEEHIP/Month $345.00 $414.00 $433.00 $479.00 $583.00

10 f. Leave Reimbursement/Day $35.00 $35.00 $35.00 $35.00 $35.00
11 Other Current Expense n/a 463,993,413           515,134,211           535,508,117           580,421,191           
12 a.  Amount/Teacher Unit n/a $9,951.57 $11,079.86 $11,507.17 $12,430.29
13 Classroom Support (sum a..e) n/a 84,055,543             83,873,973             32,437,031             84,188,039             
14 a Library Enhancement/TU $135.00 $135.00 $135.00 $0.00 $135.00
15 b Classroom Inst. Supplies/TU $525.00 $525.00 $525.00 $584.00 $525.00
16 c Professional Development/TU $60.00 $60.00 $60.00 $0.00 $60.00
17 d Technology/TU $181.00 $181.00 $181.00 $0.00 $181.00
18 e Textbooks/Pupil in ADM $57.50 $57.50 $57.50 $7.19 $57.50
19 Current Teacher Units Cost n/a 16,854,526             12,450,935             15,859,327             16,632,848             
20 Number Current Teacher Units 290.44                    290.44                    206.37                    258.27                    258.27                    
21 Total Foundation Program n/a 2,765,414,969        2,859,412,598        2,878,762,565        3,065,892,947        
22 Total Teacher Units 47,078.64 46,915.57               46,699.21               46,795.17               46,952.38               
23 Subtact Public School Fund n/a n/a n/a n/a n/a
24 Subtract Required Local Effort (264,275,030)          (301,604,540)          (318,124,720)          (334,006,150)          (351,529,530)          
25 Foundation Program State Funds 2,410,538,489        2,463,810,429        2,541,287,878        2,544,756,415        2,714,363,417        
26 ETF Teacher Units  41,798.82               41,503.68               41,365.80               41,568.91               
27 Chargeback Teacher Units  5,116.75                 5,195.53                 5,429.37                 5,383.47                 
28 Categorical Aid Programs:     
29 a Transportation Program 180,901,008           179,661,235           194,389,291           202,982,700           231,015,176           
30 1.  Operating Allocation 156,712,239           153,868,038           167,908,728           175,920,846           199,929,446           
31 2.   Fleet Renewal 24,188,769             25,793,197             26,480,563             27,061,854             31,085,730             
32 Transportation Study 93,800                    -                              -                              -                          -                          
33 b Salary Matrix Adjustment 16,136,719             17,216,263             17,685,872             17,632,960             17,826,220             
34 c Capital Outlay Program -                              -                              -                              -                          -                          
35 d Board of Adjustment Awards 562,800                  562,800                  562,800                  562,800                  562,800                  
36 e School Nurses 5,656,665               5,656,665               5,656,665               5,656,665               5,656,665               
37 f Supplemental OCE -                              26,478,602             -                              -                          -                          
38 g At-Risk Program 29,778,405             29,028,405             30,428,405             28,169,312             30,828,405             
39   Subtotal 233,129,397           258,603,970           248,723,033           255,004,437           285,889,266           
40  TOTAL ETF 2,643,667,886        2,722,414,399        2,790,010,911        2,799,760,852        3,000,252,683        

  
PUBLIC SCHOOL FUND (Reference Only)   

1 Endowment Interest Program 532,864                  532,864                  532,864                  532,864                  532,864                  
2 Hold Harmless Program 8,993,593               11,197,087             -                              -                              -                              
3 Capital Outlay Program 83,006,410             98,802,906             104,999,997           110,000,000           140,000,000           
4 Supplemental Appropriation -                              15,000,000             -                              -                          -                          
6 Total Public School Fund 92,532,867             125,532,857           105,532,861           110,532,864           140,532,864           
7 Required Local Match Dollars 20,311,849             25,342,112             24,983,644             26,170,338             36,116,576             
8 Required Local Match Mills 0.7685880              0.7685880              0.7852850              0.7839790              1.027410  
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Appendix 5-1 (Continued) 
Appropriations for K-12, FY 2001 – FY 2005 

Reconcilation Report Dated 09-30-04 FY 2000-2001 FY 2001-2002 FY 2002-2003 FY 2003-2004 FY 2004-2005
10/28/2004 Appropriations Appropriations Appropriations Appropriations Appropriations

CATEGORY 93.80% & Act 01-1096 95.5925% 100.00% 100.00%
B.  Local Boards of Education   

1 Burned-Out Schools -                              -                               
2 Booker T. Washington School 1,547,700               1,392,930               1,386,598               346,650                  -                          
3 DYS School District 11,240,049             11,471,107             7,445,896               6,919,988               6,715,712               
4 High School-Fine Arts 4,013,879               4,001,946               4,088,827               4,178,464               4,310,913               
5 High School-Math & Science 5,128,473               5,118,528               5,193,863               5,271,275               5,407,695               
6 Local Boards -                              -                              -                              -                          -                          
7 Special Ed. Schools - E.A. -                              -                              -                              -                          -                          
8 Special Ed. Schools - S.A. 552,298                  762,055                  692,833                  96,662                    -                          
9 Community Services Grant Com. 12,128,340             12,393,883             11,207,396             -                          11,700,000             

10 Jeff. Co. BOE - Burkett Center -                              -                              -                              -                          -                          
11 Coffee Co. BOE - Project Independ. -                              -                              -                              -                          -                          
12 Butler County Capital Outlay -                              -                              -                              -                              -                              
13 ACE vs. James Attorney Fees -                              -                              -                              -                              -                              
14 PEEHIP Reserve K-12 -                              -                              -                              -                              -                              

 Subtotal 34,610,739             35,140,449             30,015,413             16,813,039             28,134,320             
C. State Department of Education   

1 Adult Basic Education 5,805,959               5,780,948               5,778,447               n/a n/a
2 Alabama Magnet Mall -                              -                              -                              -                          -                          
3 Alabama Writing Project 117,250                  105,525                  100,249                  25,062                    -                          
4 American Village 281,400                  187,609                  178,229                  44,557                    -                          
5 At-Risk for Alert Schools -                              -                              -                              -                          
6 Best Practice Center 234,500                  211,050                  200,497                  50,124                    -                          
7 Career Tech. Initiatiave -                              450,000                  350,000                  87,500                    -                          
8 Children's Eye Screening -                              -                              -                              -                          398,912                  
9 Citizenship, Character, Leadership Ed. 287,966                  191,987                  174,349                  45,597                    -                          

10 Civic Education -                              -                              -                              -                          
11 Community Education 1,216,796               676,780                  672,559                  O&M -                          
12 Counil on Economic Education,  AL 46,900                    31,268                    28,396                    7,426                      -                          
13 Drop Out Pilot Program 154,770                  139,293                  132,328                  33,082                    -                          
14 Early Learning Sites -                              n/a -                              -                          -                          
15 Exit Exam Failure - High Hopes 6,354,950               6,354,950               6,829,950               3,988,738               5,885,927               
16 Fine Arts Initiative -                              250,000                  250,000                  62,500                    -                          
17 Governor's Academic Program 8,333,661               8,331,876               8,331,876               7,615,938               7,498,688               
18 Grants to Troubled Schools -                              -                              -                              -                          -                          
19 Indian Village Resource Center 93,800                    62,536                    59,409                    14,852                    -                          
20 Inservice Centers -                          2,174,286               
21 Inspector Detector -                              -                              -                              -                          -                          
22 Instructional Supplies 187,600                  187,600                  187,600                  -                          -                          
23 Internet./Computer Based Training 1,500,800               1,500,800               1,500,800               -                          -                          
24 Jobs for Alabama Graduates 938,000                  499,798                  549,798                  -                          494,818                  
25 Law and Civic Education Center 103,180                  68,790                    62,470                    16,338                    -                          
26 Letson Grants 93,800                    62,536                    59,409                    14,852                    -                          
27 Lilly Thompson Memorial -                              -                              -                              -                          -                          
28 Macon County YMCA 7,504                      5,003                      4,544                      1,188                      -                          
29 Math/Science/Technology Initiatives 187,600                  237,600                  237,600                  237,600                  237,600                  
30 Multi-System Evaluation Ctr. 215,740                  204,953                  194,705                  48,676                    -                          
31 National Bd. Prof. Tch. Stds. 1,027,110               1,432,110               2,532,110               -                          
32 National Board - Salaries -                              -                              -                              5,000,000               5,000,000               
33 National Geographic 46,900                    31,268                    29,705                    7,426                      -                          
34 O & M of SDE 20,040,313             20,582,338             22,319,974             19,046,192             19,076,122             
35 Occupational Info. Coord. Comm. -                              -                              -                              -                          
36 PALS, Litter Education 32,830                    21,888                    19,878                    5,199                      -                          
37 Preschool Program 2,353,047               4,942,773               5,719,506               2,265,442               2,265,442               
38 Project Aim -                              -                              -                              -                              -                              
39 PTA Project, Alabama 93,800                    62,536                    56,791                    14,852                    -                          
40 Reading Initiative 9,605,120               11,298,304             12,500,000             12,500,000             40,000,000             
41 Reduce Class - 200 TU -                              -                              -                              -                              -                              
42 School Accountability Report Card 123,816                  123,816                  123,816                  111,434                  111,434                  
43 School Report Card -                              -                              -                              -                              -                              
44 School Violence Prevention Prog. -                              -                              -                              -                              -                              
45 Science in Motion 2,321,550               2,321,550               2,321,550               2,089,395               2,089,395                
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Appendix 5-1 (Continued) 
Appropriations for K-12, FY 2001 – FY 2005 

Reconcilation Report Dated 09-30-04 FY 2000-2001 FY 2001-2002 FY 2002-2003 FY 2003-2004 FY 2004-2005
10/28/2004 Appropriations Appropriations Appropriations Appropriations Appropriations

CATEGORY 93.80% & Act 01-1096 95.5925% 100.00% 100.00%
B.  Local Boards of Education   

46 School Nurses -                              -                              -                              -                              -                              
47 Southern Ctr. for International Stud. -                              -                              -                              -                              -                              
48 Southwest School for D&B -                              -                              -                              -                              343,301                  
49 Special Assistance Account 2,345,000               2,227,750               2,116,362               -                              -                              
50 Teacher In-Service Centers -                              2,415,873               2,415,873               2,174,286               -                              
51 Teacher of the Year Award -                              -                              -                              -                              -                              
52 Technical Scholarship Program 938,000                  938,000                  938,000                  494,818                  -                              
53 Teacher Testing-Test Development 938,000                  2,188,000               2,188,000               1,969,200               1,969,200               
54 Teaching Children with Dis. Adm. 93,800                    93,800                    85,182                    22,278                    -                              
55 Technology Training for Teachers -                              2,000,000               2,000,000               1,350,720               1,350,720               
56 Tenure Arbritation Costs -                              -                              -                              -                              900,000                  
57  Title II Evaluation Grant 938,000                  624,937                  323,977                  -                              -                              
58 Video Cameras 1,219,400               475,566                  -                              -                              -                              
59  Young Farmers Education Prog. 42,446                    28,299                    26,884                    6,721                      -                              

60 Subtotal 68,321,308             77,349,710             81,600,822             59,351,993             89,795,845             
61 TOTAL ELE/SEC EDUCATION 2,746,599,933        2,834,904,558        2,901,627,146        2,875,925,884        3,118,182,848        
62 Percent of Budget 67.8602% 68.3756% 81.90% 67.1683% 68.9490%
12 Counil on Economic Education,  AL 46,900                    31,268                    28,396                    7,426                      -                          
13 Drop Out Pilot Program 154,770                  139,293                  132,328                  33,082                    -                          
14 Early Learning Sites -                              n/a -                              -                          -                          
15 Exit Exam Failure - High Hopes 6,354,950               6,354,950               6,829,950               3,988,738               5,885,927               
16 Fine Arts Initiative -                              250,000                  250,000                  62,500                    -                          
17 Governor's Academic Program 8,333,661               8,331,876               8,331,876               7,615,938               7,498,688               
18 Grants to Troubled Schools -                              -                              -                              -                          -                          
19 Indian Village Resource Center 93,800                    62,536                    59,409                    14,852                    -                          
20 Inservice Centers -                          2,174,286               
21 Inspector Detector -                              -                              -                              -                          -                          
22 Instructional Supplies 187,600                  187,600                  187,600                  -                          -                          
23 Internet./Computer Based Training 1,500,800               1,500,800               1,500,800               -                          -                          
24 Jobs for Alabama Graduates 938,000                  499,798                  549,798                  -                          494,818                  
25 Law and Civic Education Center 103,180                  68,790                    62,470                    16,338                    -                          
26 Letson Grants 93,800                    62,536                    59,409                    14,852                    -                          
27 Lilly Thompson Memorial -                              -                              -                              -                          -                          
28 Macon County YMCA 7,504                      5,003                      4,544                      1,188                      -                          
29 Math/Science/Technology Initiatives 187,600                  237,600                  237,600                  237,600                  237,600                  
30 Multi-System Evaluation Ctr. 215,740                  204,953                  194,705                  48,676                    -                          
31 National Bd. Prof. Tch. Stds. 1,027,110               1,432,110               2,532,110               -                          
32 National Board - Salaries -                              -                              -                              5,000,000               5,000,000               
33 National Geographic 46,900                    31,268                    29,705                    7,426                      -                          
34 O & M of SDE 20,040,313             20,582,338             22,319,974             19,046,192             19,076,122             
35 Occupational Info. Coord. Comm. -                              -                              -                              -                          
36 PALS, Litter Education 32,830                    21,888                    19,878                    5,199                      -                          
37 Preschool Program 2,353,047               4,942,773               5,719,506               2,265,442               2,265,442               
38 Project Aim -                              -                              -                              -                              -                              
39 PTA Project, Alabama 93,800                    62,536                    56,791                    14,852                    -                          
40 Reading Initiative 9,605,120               11,298,304             12,500,000             12,500,000             40,000,000             
41 Reduce Class - 200 TU -                              -                              -                              -                              -                              
42 School Accountability Report Card 123,816                  123,816                  123,816                  111,434                  111,434                  
43 School Report Card -                              -                              -                              -                              -                              
44 School Violence Prevention Prog. -                              -                              -                              -                              -                              
45 Science in Motion 2,321,550               2,321,550               2,321,550               2,089,395               2,089,395               
46 School Nurses -                              -                              -                              -                              -                              
47 Southern Ctr. for International Stud. -                              -                              -                              -                              -                              
48 Southwest School for D&B -                              -                              -                              -                              343,301                  
49 Special Assistance Account 2,345,000               2,227,750               2,116,362               -                              -                              
50 Teacher In-Service Centers -                              2,415,873               2,415,873               2,174,286               -                              
51 Teacher of the Year Award -                              -                              -                              -                              -                              
52 Technical Scholarship Program 938,000                  938,000                  938,000                  494,818                  -                              
53 Teacher Testing-Test Development 938,000                  2,188,000               2,188,000               1,969,200               1,969,200               
54 Teaching Children with Dis. Adm. 93,800                    93,800                    85,182                    22,278                    -                              
55 Technology Training for Teachers -                              2,000,000               2,000,000               1,350,720               1,350,720               
56 Tenure Arbritation Costs -                              -                              -                              -                              900,000                  
57  Title II Evaluation Grant 938,000                  624,937                  323,977                  -                              -                              
58 Video Cameras 1,219,400               475,566                  -                              -                              -                              
59  Young Farmers Education Prog. 42,446                    28,299                    26,884                    6,721                      -                              
60 Subtotal 68,321,308             77,349,710             81,600,822             59,351,993             89,795,845             
61 TOTAL ELE/SEC EDUCATION 2,746,599,933        2,834,904,558        2,901,627,146        2,875,925,884        3,118,182,848        
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6.  THE PUBLIC SCHOOL FUND 
(THE EDUCATIONAL FUND) 

  
 The Constitution of 1901 maintained a prior authorization of a total statewide ad 
valorem tax of 6.5 mills, with 3.0 mills earmarked to the Public School Fund by Section 
260.  The balance of the 6.5 mill statewide ad valorem tax is allocated by statute, with 
1.0 mill earmarked to the Human Resources Trust Fund and 2.5 mills earmarked to 
the State General Fund (Code of Alabama 1975, Section 40-8-3) (Note:  the name of 
the Public School Fund was changed to the Education Fund by Amendment 111 in 
the modification of the language of original Section 260; however the name in common 
use remains the Public School Fund.)  Enumerated revenues sources included the 
income arising from the sixteenth section trust fund, the surplus revenue fund, a special 
annual statewide ad valorem tax of 3.0 mills, the principal from the sale or other 
disposition of lands or other property which may be granted to the State (Section 257) 
and property given by individuals and all estates of deceased persons who die without 
leaving a will or heir (intestate) (Section 258).  
 
 In following the constitutional mandate for the expenditure of the funds 
enumerated in Section 260 by Section 261, the Public School has historically been 
allocated by statute and applied to the purpose of Section 261:  “Not more than four 
percent of all moneys raised or which may hereafter be appropriated for the support of 
public schools, shall be used or expended otherwise than for the payment of teachers 
employed in such schools; provided, that the legislature may, by a vote of two-thirds of 
each house, suspend the operation of this section.”  In applying the annual allocation for 
the purpose of teachers’ salaries, beginning in 1935 the Public School Fund was 
calculated to be one of the three funding sources of the 1935 Minimum Foundation 
Program and expended for teachers’ salaries.  However, this historical precedent was 
modified in 1995. 
 
Origin of the Public School Fund, Sections 260 and 261 
 
 This procedure was discarded from the 1995 Foundation Program and a new 
categorical aid program established.  The proceeds of the state fund for education 
previously identified as the "public school fund" in original Section 260 of the Constitution 
of 1901 were statutorily earmarked as a capital purchase fund.  The Public School Fund, 
which was basically a three-mill statewide ad valorem tax, was renamed by Amendment 
111 as it modified the purpose of Section 260 from a fund for public education to a fund for 
education.  As amended by Amendment 111, the Public School Fund is constitutionally 
known as the "educational fund." This change in title was necessary to further the purpose 
of Amendment 111 to fund non-public elementary/secondary schools in the state.  A major 
purpose of Amendment 111 was to allow the allocation of state funds to private schools! 
 
 However, Amendment 111 did not modify the spending restriction placed upon 
Section 260 by Section 261: 
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  Not more than four per cent of all moneys raised or which may 

hereafter be appropriated for the support of the public schools, shall be used 
or expended otherwise than for the payment of teachers employed in such 
schools; provided, that the legislature may, by a vote of two-thirds of each 
house, suspend the operation of this section (Constitution of 1901, Section 
261). 

 
 This constitutional limitation on spending appeared in the Constitution of 1875 as 
the radical government under reconstruction was overthrown.  This new “Conservative 
Constitution of 1875” placed limits on the purpose of spending of the Public School Fund in 
order to curb an excess which occurred under corrupt reconstruction government.  Funds 
distributed by the state to the local county superintendents were considered to be misused 
by the local government and were not being used to hire teachers to provide instruction.  
The intent of the framers of the Constitution of 1875 and 1901 was to prevent this from 
ever occurring again (Harvey, 1989, pp. 58-66).   
 
 Over the years, questions have arisen as to just what funds Section 256 and 
Sections 261 actually refer to.  This was answered by the Alabama Supreme Count in 
1925: 
 

 The “school fund of the county” includes the proceeds of a state 
three-mill tax and appropriations by the Legislature, pursuant to section 260 
of the Constitution of 1901.  The Constitution fixes the apportionment of this 
fund among the counties (section 256) and puts a limitation upon the use of 
this fund (section 261) (Heustess v. Hearin, 213 Alabama 106). 

 
 Another difficult question to be resolved with the creation of the Alabama Special 
Educational Trust Fund in 1927 and the new practice of appropriating funds directly from 
the state treasury to local boards of education for purposes of equalization.  These funds 
appropriated in 1927 to extend the minimum school term in certain counties were deemed 
constitutional by an Opinion of the Justices in 1927.  The argument was that such funds 
must be apportioned in accordance with Section 256 as they were a part of “the public 
school fund.”  The Court decided to the contrary: 
 

 (2)  The objection urged is that the act in question violates section 
256 of the Constitution because the distribution of the fund dealt with is not 
“apportioned to the several counties in proportion of the number of school 
children of school age therein.”  This objection is based on the assumption 
that the act deals with “the public school fund,” the apportionment of which is 
regulated by section 256.  We are of opinion that this assumption is not well 
grounded.  The public school fund dealt with by this section is the fund 
arising from the specific sources enumerated in and appropriated to the 
general public school fund by sections 257, 258, 259, of the Constitution, 
and such supplement thereto as may be set apart out of the general treasury 
to this fund by the quadrennial appropriation act, referred to in section 71 of 
the Constitution, and other appropriations set apart to the school fund to be 
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apportioned under the Constitution and statutes by the educational 
authorities of the state (In Re Opinion of the Justices, 215 Alabama 525), 

 
Restrictions on Spending Not Diminished at Local Level, 1935 

 
 The restricted spending requirements placed upon the Public School Fund by 
Section 261 of the Constitution were in no way diminished when administered by a local 
agency.  The Alabama Supreme Court emphasized this in 1935: 
 

 If the Constitution raises the fund and directs its use in furthering a 
state function, it continues to be such a state fund regardless of the sort of 
agency designated to administer it.  Likewise, if the legislature makes an 
appropriation of the state’s funds to be so used. 
 
 (2)  We also think that all contributions from individuals and public or 
private corporations (section 258, Constitution), including cities, to the public 
school funds of the state, partake of the same nature as other moneys 
donated to public school purposes, after they have been placed under the 
power and control of the agencies created by law to administer them as 
such public school funds.  Then all of them become of the same sort, 
regardless of their original source.  Section 212, School Code (City Board of 
Education v. Williams, 231 Alabama 139). 

 
Violation of Section 261 Charged in Alabama Supreme Court, 1938 

 
 In a question regarding the authority of the State of Alabama to levy and collect a 
tax on the withdrawal from storage of gasoline used to fuel the buses of the Jefferson 
County School System and on the authority of local boards of education to expend 
education funds for a purpose not approved (gasoline taxes), the Supreme Court was 
asked to rule on the constitutionality of such a tax.  The Court found that the legislature did 
have authority to impose such a tax.  A question was raised by the local board as to 
whether such an expenditure would be in violation of Section 261: 
 

 Just what funds of the numerous school levies and appropriations 
were within the 4 per cent, clause, and the consequent legality or illegality of 
the multiform outlays which the Legislature has authorized as disclosed in 
the School Code and later statutes, we would not undertake to consider.  
This would involve a wide range of inquiry not warranted by anything in this 
record, assuming the Legislature has not suspended section 261 as therein 
provided.   
 
 Suffice to say the detailed expenditures of the Board of Education as 
disclosed by the record show expenditures within the control of the board 
many times 4 per cent of the total fund expended. 
 
 The cost of operation of school plants, and of transportation of pupils, 
each exceeds 4 per cent of the amount paid teachers.  Operation of adult 
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schools is wholly statutory and not within the system of public schools 
defined in section 261 of constitution. 
 
 We are not called upon to review the legality of these expenditures 
from the public school funds under the control of the board.  They are listed 
as legitimate expenditures to show no funds are available to pay the tax; so 
we simply hold the record does not disclose any conflict between this statute 
and the 4 per cent. provision of section 261 (State Tax Commission v. 
County Board of Education of Jefferson County, 235 Alabama Reports 388). 
 

 The Court firmly recognized the existence of Section 261 and the limitation imposed 
therein.  Given the status of education finance in 1938, it is no wonder the Court demurred 
in delving into the issue.  Prior to the 1935 Foundation Program, accounting for the 
expenditures of the Public School Fund would have been very straight forward.  As the 
primary method of appropriation and allocation, the accounts of any local board would very 
easily show the objects of expenditure.  However, with the passage of the 1935 
Foundation Program, the Public School Fund revenues, while distributed in the same 
manner, became a chargeback to local boards for a portion of the cost of operating the 
1935 Foundation Program.  As the Public School Fund was dedicated to funding the 1935 
Foundation Program and since the largest object of expenditure of the 1935 Foundation 
Program was for teachers’ salaries, it is reasonable to assume that all of the Public School 
Fund was expended for teachers’ salaries. 
 
 Nevertheless, the legislature in 1995 through Act 95-314 set aside this same fund 
still referred to as the "public school fund" as a capital purchase fund, with the exception of 
two prior claims on the fund and ignored the provisions of Section 261.  By no longer being 
a “chargeback to the 1935 Foundation Program or to the 1995 Foundation Program, no 
interpretation could be made that these funds were expended for teachers’ salaries.  Such 
a conclusion was no longer plausible.  Interestingly, the Legislature in 1932 had made 
such a diversion a misdemeanor and subject to impeachment proceedings. 

 
Penalty for Diversion of “Public School Fund” by Officials 

 
 The Legislature in 1932 approved an Act which made the diversion of the revenues 
of the “Public School Fund” a misdemeanor: 
 

 It shall be unlawful for any official in the State of Alabama having the 
custody of, or in any manner connected with the handling or having the 
authority to direct the use of any of the public school funds arising from the 
provisions of Sections 257, 258, 259, and 260 of the Constitution of 
Alabama to knowingly or intentionally divert or permit to be diverted or to use 
or permit the use of said funds or any part thereof for any purpose 
whatsoever except for the purposes as set out in said sections of the 
constitution, and such officials shall be guilty of a misdemeanor and, upon 
conviction, shall be fined not less that $500,00 nor more than $1,000.00 and 
the Attorney General may also institute impeachment proceedings against 
such official (Code of Alabama 1975, Section 16-13-4).. 
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Current Purpose of the Public School Fund 
 
 The current apportionment of the “public school fund” was statutorily imposed by 
the education finance reform plan of Governor Fob James in 1995.  As required by the 
Code of Alabama 1975, Section 16-13-234, the “public school fund” is allocated by priority 
for three purposes: 
 

(1)  The Endowment Interest Program for interest due on sixteenth 
section land funds held by the State; 

 
(2)  The Hold Harmless Program which has expired for FY 2002-2003; 

and 
 
(3) The Capital Purchase Program.   
 

 The estimated revenue for the Public School Fund is included in the annual 
education appropriations bill introduced by the Governor.  These estimates of revenue are 
normally conservative to prevent over appropriating the Fund.  If and when a significant 
ending balance accrues to the Public School Fund, the sequent appropriations from the 
Fund may include a portion of that ending balance.  Annual appropriations by the 
Legislature for these programs from the first year of the new finance plan are found in a 
following Table.  A comprehensive discussion of these appropriations follows. 
 

(1) Endowment Interest Program Allocation 
 
 The first claim on revenues to the "public school fund" is interest on endowment for 
that sixteenth section land funds and other funds whose principal was lost by the state.  
This has become a permanent debt of the state to those respective school systems.  The 
annual debt interest payment of $532,864 is appropriated annually from the Education 
Trust Fund to the Public School Fund.  In the annual allocation of the public school fund "to 
the local boards of education, the state superintendent of education shall first set apart and 
distribute to each township the amount due from the state thereto as interest on its 
sixteenth section fund, or other trust fund held by the state (Section 16-13-234 (a), Code of 
Alabama 1975).  These follow in Table 6-1. 
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Table 6-1 
Appropriations of the Public School Fund, FY 1995-96 to FY 2004-05 

Fiscal 
Year 

Ending

 Endowment 
Interest 
Program 

 Hold Harmless 
Program 

 Capital Outlay 
Program 

 Supplemental 
Appropriation 

 Total Public 
School Fund 

1996 532,864$       38,485,174$    23,514,826$     -$                      62,532,864$     
1997 532,864$       14,658,973$    54,341,027$     -$                      69,532,864$     
1998 532,864$       11,773,426$    66,226,574$     -$                      78,532,864$     
1999 532,864$       9,403,038$      68,596,962$     -$                      78,532,864$     
2000 532,864$       12,102,607$    76,897,393$     -$                      89,532,864$     
2001 532,864$       8,993,590$      83,006,410$     -$                      92,532,864$     
2002 532,864$       11,197,087$    98,802,906$     15,000,000$     125,532,857$   
2003 532,864$       -$                 105,000,000$   -$                      105,532,864$   
2004 532,864$       -$                 110,000,000$   -$                      110,532,864$   
2005 532,864$       -$                 140,000,000$   -$                      140,532,864$    

 
School Land Funds are Permanent Trusts 
 
 The Sixteenth Section and School Lands Funds are permanent trusts established 
to account for the funds accumulated from the sale or use of properties set aside for 
educational purposes.  Investment earnings are for the benefit of local school systems.  
An annual appropriation is made from the ETF for interest on the Public School Fund 
Endowment which was lost during successive bankruptcies of the state.  These annual 
interest payments represent the earnings from a permanent debt of the State, but 
whose appropriations appear as if they were an interest on an intact endowment.  The 
complexity of this accounting could be simply solved with a one-time appropriation of 
these lost endowments back to the respective public school systems (formerly 
townships).  As the principal was lost so many years ago and the purchasing power of 
the dollar has declined so greatly, not much money is actually at stake. For a complete 
discussion on the history of these endowments, see Harvey, 1989, pp 66-86.  These 
interest payments are in the following Table 6-2: 
 

Table 6-2 
Interest on Public School Fund Endowment Appropriated from ETF 

Sources of Revenue Amount
Interest on 16th Section Lands  $     410,000 
Interest on School Indemnity Lands  $       90,000 
Interest on Valueless 16th Section Lands  $         5,825 
Interest on Surplus Revenue  $       26,764 
Interest on James Wallace Fund  $            275 

Total  $     532,864  
 

 
  

    
  137        
     



Alabama Public School Finance Reference 
Revenues - The Public School Fund 
 
 
Origin of School Lands 
 
  School lands are sections numbered 16 in every township, which were granted by 
the Congress of the United States for the use of schools in each township.  There is also 
included any other such lands as may have been granted to any township for the use of 
schools.  All such school lands are vested in the state in trust to execute the purposes of 
grant (Code of Alabama 1975, Section 16-20-1).   In 1903, townships were abolished for 
school purposes and the area therein were developed into larger school districts (Code of 
Alabama 1975, Section 16-20-7).  The school laws in effect until 1995-96 detailed how the 
revenues from the intact school lands would be distributed as well as how the interest due 
on lost lands would be distributed.  These funds would be taken into account with the 
allocation due on a per student basis from the Public School Fund to issue an equal per 
capita distribution.  These equity provisions disappeared with the passage of the 1995 
Foundation Program. 
 
 The allocation of the Public School Fund since the inception of the 1995 Foundation 
Program were found in a previous Table.  The Endowment Interest Program is a 
payment from the Education Trust Fund to the Public School Fund for endowments which 
were deposited in earlier years with the State.  The State promised to pay a guaranteed 
rate of interest in perpetuity on this investment.  Unfortunately, the several bankruptcies of 
the State resulted in the principal amount being lost.  Therefore, there is no principal 
amount.  However, the interest owned by statute is annually paid from the ETF into the 
Public School Fund to be paid to the rightful shareholders.  For a more complete 
discussion of this issue, see Harvey, 1986, p. 28. 
 

 In making apportionment of the public school fund held by the state, 
to the local boards of education, the State Superintendent of Education shall 
first set apart and distribute to the schools of each township the amount due 
from the state thereto as interest on its sixteenth section fund, or other trust 
fund held by the state (Acts of Alabama, 1975, Section 16-13-234 (a) 

 
 The school lands which remained in control of the township to which they belonged 
were given to the State Superintendent of Education to administer after 1868.  With the 
creation of the Department of Conservation in 1939, control of these lands was given to 
the Department of Conservation and the post of State Land Agent was created.  The 
revenues generated from sales of timber or minerals or rentals or leases of these school 
lands are deposited with the State Treasurer.  An itemized statement of the revenue so 
generated is immediately forwarded to the commissioner of revenue and the state 
superintendent of education.  Accordingly, the state superintendent shall then submit a 
report to the treasurer showing which township or townships shall receive the credit for 
such revenues and the amount of the revenues due (Code of Alabama, 1975, Section 9-
15-39), 
 
 Additional provisions provide that when school land under the administration of the 
state is sold, the State Superintendent of Education shall pay to the county custodian of 
schools funds where the lands are located the proceeds of the sale (Code of Alabama, 
1975, Sections 9-15-43 and 16-20-9).   
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(1) Hold Harmless Program 
 
 The second claim on revenues to the "public school fund" is a hold harmless 
allocation to insure that no local board of education receive less state funds that it received 
in FY 1994-95.  This categorical aid funding is stipulated to terminate not less than one 
fiscal year beyond the phase in of ten mills equivalent of local effort.  Since the phase-in of 
10 mills or its equivalent is computed in the FY 1997-98 fiscal year, the hold harmless 
allocation shall not be available as a categorical aid program after the FY 1998-99 fiscal 
year.  This base year funding is on a per pupil amount, and the hold harmless amount is 
adjusted for changes in student count in ADM (Section 16-13-233 (b,c), Code of Alabama 
1975).  This Hold-Harmless provision was amended in 1998 to terminate no later than 
September 30, 2002 (Acts of Alabama, 1998 Regular Session, No. 98-376).  No 
appropriation was made for this purpose for FY 2002-2003. 
 
Portion of Pay Raise Excluded from Hold Harmless Calculation.  Given the pay raise 
of four percent provided by the Legislature in the calculation of the 1996-97 Foundation 
Program, the amount of hold harmless funds would be diminished by the cost of the pay 
raise.  The argument was made by local boards of education that received the hold 
harmless allocation that funding for a pay raise was a mandated expenditure for the state 
and that the funds so provided would simply pass through the local board to the 
employees.  Diminishing a hold harmless allocation by the cost of this pay raise would 
result in an actual loss of operating funds to a local board.  Notwithstanding the legally 
required phase down schedule, the Legislature did recognize that certain school systems 
would suffer a financial disadvantage as a result of the 4 percent pay raise.  In the 
Education Appropriations Bill (Act 96-770) for FY 1996-97, the Legislature instructed the 
State Department of Education to exclude percent of the amount of the pay raise from the 
calculation of the hold harmless amount to be distributed from the Public School Fund.   
 
 However, this provision would not be limited only to FY 1996-97.  The Education 
Appropriations Bill for FY 1997-98 (Act 97-856) continued this exclusion for FY 1997-98.  
The next year another pay raise was mandated by the Legislature in the amount of 8.5%  
The Education Appropriations Bill for FY 1998-99 which funded the 8.5% pay raise 
excluded further amounts from the hold harmless calculation: 
 

(1) 2% of the amount of the FY 1997 4% pay raise; 
(2) the entire amount of the FY 1999 8.5% pay raise; and 
(3) the entire amount of the retirement savings realized from state funds within the 
Foundation Program by reducing the employer retirement contribution percentage.   

 
 In addition, any local board of education receiving hold harmless funds may use 
part or all of its capital purchase allowance for the additional costs of any salary increase 
mandated by the Legislature in FY 1997 and not covered by an adjustment to the hold 
harmless allowance (Act 98-504, 1998 Regular Session).  While all of these adjustments 
served to help protect local boards of education from reduced ETF appropriations from 
FY1994-95 base year calculations, the cost of pay raises still worked against these 
boards.   
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(3) Capital Purchase Program 
  
 A cost factor included in the 1935 Foundation Program was an allocation for capital 
outlay.  Over the years of operation of the Program, this amount had failed to keep pace 
with replacement costs of school buildings.  In addition, it had become a convenient cost to 
diminish in times of tight state budgets.  As originally conceived, it was to be an amount 
per teacher unit sufficient over the life of a classroom to fully replace that classroom.  
Another method was identified for funding capital outlay based upon a consideration of 
wealth of local school systems and became the third allocation component of the Public 
School Fund. 
 
Capital Improvement Allocation 
 
 The balance of the "public school fund" is distributed on a matching basis which 
takes into account the wealth of each local board of education in terms of the yield of one 
mill of school district tax per pupil in ADM.  The determination of wealth is based on the 
prior fiscal year tax yield and the prior year's first 40 scholastic days ADM.  The allotment 
of state funds is through a guaranteed tax yield calculation.  This is a type of state aid 
program in which each local school system is guaranteed the same or constant yield per 
unit of tax effort per units of educational need. This could be expressed in terms of pupils, 
teachers, or other measures of educational need (Alexander, 1995, p. 203).   
 
A Guaranteed Tax Yield Program.  The general formula for a guaranteed tax yield 
program is as follows: 
 
  Si  =  Pi[(Y-yi)ri] 
 
Where  Si  =  State equalization to the ith district (LEA) 
  Pi  =  Units of the ith district (LEA) such as pupils or teachers 
  Y  = Guaranteed yield per unit value 
  Yi = Yield per unit value of the ith district 
  Ri = Local fiscal effort (in units) 
 
 
State Funding for Capital Purchase.  Alabama modified this formula only slightly by 
including the provisions that the state match is to be two times the maximum yield per mill 
per ADM.  The number of mills which will be matched depends upon the funds available 
from the state.  Thus the formula above becomes 
 
  Si  =  Pi[(KY-yi)ri] 
 
Where  K = a constant equal to 2 
 
 The formula for this as expressed in Alabama is as follows:  
 
 State Share from Public School Fund = Z [(KM)-Y] A 
    
  140        
     



Alabama Public School Finance Reference 
Revenues - The Public School Fund 
 
 
 
where 
 
  Z   =  number of guaranteed mills 
  K   =  2 
  M  =  maximum yield per mill over all local boards 
  Y   =  yield per mill per ADA for a local board of education 
  A   =  prior year ADM for a local board of education 
 
 A pure guaranteed tax yield program would not reflect two times the maximum 
yield.  Were this multiplier not included, then the top ranked local school system in wealth 
would receive no matching funds.  Therefore, additional funding would be available for 
distribution to the less wealthy school systems.  Inclusion of this multiplier favors the more 
wealthy school systems.  The more funding that is available for this program, the greater 
the number of mills that can be equalized.  For FY 1995-96, the number of mills equalized 
in the program was 0.299946.  The following Table 6-3 shows the number of mills which 
have been equalized since the inception of the 1995 Foundation Program. 
 

Table 6-3 
Number of Mills Equalized for Capital Purchase Program 

Fiscal Year Mills 
Equalized 

 State 
Allocation   Local Match  

FY 1995-1996 0.2999460  $62,532,864  $5,575,914  
FY 1996-1997 0.5799177 $69,532,864 $11,872,369  
FY 1997-1998 0.6641570 $78,532,864 $13,460,573  
FY 1998-1999 0.6782280  $78,532,864  $15,048,777  
FY 1999-2000 0.7715320  $89,532,864  $18,789,418  
FY 2000-2001 0.7685880  $92,532,864  $20,311,849  
FY 2001-2002 0.7685880  $125,532,864  $25,342,112  
FY 2002-2003 0.7853410  $105,532,864  $24,983,644  
FY 2003-2004 0.7839790  $110,532,864  $26,170,338  
FY 2004-2005 1.0273800  $140,532,864  $36,115,722  
FY 2005-2006 0.7835290  $130,532,864  $30,125,016  
FY 2006-2007 0.8280570  $130,532,864  $32,217,207  

 
 

 While the calculations may seem difficult for this program, a guaranteed tax yield 
program is very common nationwide and effectively utilized for equity purposes.  A 
flowchart of the calculations of this categorical aid program is shown in the following 
Figure 6-1.  In this Figure, the beginning point is the number of mills required of local 
taxation.  From this amount (10 mills or its tax-based equivalent of school district tax), the 
amount of local effort is subtracted which is the chargeback for the 1995 Foundation 
Program.  Since the amount of required local taxation is usually greater than the amount of 
required local effort, there is an excess amount of local revenue over and above that 
subtracted from the 1995 Foundation Program cost.  
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Figure 6-1 
Flowchart of Capital Improvement Allocation:  

 

A Guaranteed Tax Yield Program With State and Local Contribution 
 
 
 Unfortunately, these values are the same for Alabama funding program and there is 
no additional required local taxation.  However, the Capital Improvement Allocation does 
assume that there is addition required local taxation and is available in an amount 
necessary to provide the match for the Capital Improvement Allocation.  Once this amount 
in mills is subtracted, the remaining local taxation represents the net unrestricted required 
local taxation which is the local funds which local boards can spend for local purposes.  
However, this is not necessarily true. 
 
 In the 1995 Foundation Program, only 10 mills of school district tax revenue is 
required.  Since the chargeback is also the same 10 mills, there is no net amount 
remaining.  However, consider this example.  Should the required taxation be 25 mills, and 
the chargeback remain at 10 mills, there are 15 mills of school district tax revenue 
available over and above the chargeback.  Now consider that the Capital Improvement 
Allocation matching requirement is for 1.0 mills.  The net available for local boards to use 
is 14.0 mills. This example is shown as follows: 
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 Total Local Taxation       = 25.0 mills 
 
 Less Required Local Effort     = 10.0 mills 
          
   Subtotal    = 15.0 mills 
 
 Less Capital Improvement Allocation Match =    1.0 mills 
    
 Net Unrestricted Local Taxation   = 14.0 mills 
 
 Thus, in an ideal situation, a local board of education would have 14.0 mills of 
revenue over and above that required for state purposes under the exclusive control of the 
local board.  Unfortunately for local boards of education, there is no excess required local 
taxation over and above the chargeback to the 1995 Foundation Program.  In fact state 
law does not require any local taxation to meet the local matching requirements for the 
Capital Improvement Allocation.  Should a local board not be able to financially meet the 
match, the state allocation would be withheld.  The losers would be the local school 
children as these appropriated state funds would not be allocated and available for local 
expenditure.  Sufficient local revenues to successfully match state funds are not required 
by law. 
 
 The result of setting K = 2 is a flat grant allocation per student in ADM to each local 
board of education equal to 50% of the total allocation and a guaranteed tax yield grant 
which is based on local tax capacity equal to 50% of the total allocation.  Therefore, only ½ 
of the allocation is distributed based upon local tax capacity.  This feature diminishes the 
equalizing capacity of the allocation. 
 
Local Board Funds for Capital Purchase.  The local matching funds which the local 
board must certify as available and which can be current debt service is as follows: 
 
   Local Board Funds = Z * Y * A 
 
 This means that the local share depends on the number of mills which the state can 
include in the guaranteed tax yield program.  As the total funds available increases (this 
will occur through the termination of the hold harmless program, the growth in statewide 
assessed valuation, and through additional funding made possible by legislative action to 
supplement the "public school fund"), the number of mills incorporated into the program 
grows.  Since for FY 1995-95, the number of mills incorporated was 0.299946 mills, a local 
share was thus defined as the local yield of 0.299946 mills of local school district ad 
valorem tax.  The number of mills which have been equalized to date were found in a 
previous Table. 
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Mills Equalized for Capital Purchase Program in Public School Fund 
 
 The allocation of the capital purchase allocation from the Public School Fund is 
found in an accompanying appendix for FY 1998-99.  The state match for the FY 2004-05 
of 1.02738 mills guarantees that for the target, the funds available from state and local 
sources is the same for each local school system.  For this number of mills, the funding 
available on a per ADM basis from a combination of state and local funds is $240.44 as 
seen in Column J in Appendix 6-7.  The wealthiest local school system will receive an 
amount equal to its local share, a 50-50 match or a ratio of 1.00 state to local (see 
Column I for the ratio of state to local funds).  As the wealth decreases, each local school 
system will receive a greater portion from the state.  For the least wealthy local school 
system, their contribution is 18.09 to 1.00 for FY 2004-05.  The state match was in all 
cases is twice what it would be a on a "pure" guaranteed tax yield plan where the 
wealthiest local school system did not earn a state matching share.  This is a result of 
letting K = 2 in the formula (Code of Alabama 1975, Section 16-13-233 (e)).  This 
procedure results in one-half of the funds being allocated on a flat grant basis and one-half 
being allocated on an equity basis. 
 
 The sum of the state public school funds and the matching local funds must be 
spent for capital purchase projects, including the planning, construction, reconstruction, 
enlargement, improvement, repair or renovation of public school facilities, for the purchase 
of land for public school facilities and for the acquisition and/or purchase of education 
technology and equipment (Code of Alabama 1975, Section 16-13-233 (d,e)).  For FY 
1995-96, the total of the state and local share amounted to $41.39 per pupil in ADM in 
each local school system of the state.  For FY 2004-05, the amount is $240.22.  As the 
resources of the Public School Fund continue to grow, the amount allocated will increase 
as will the required local match, both in millages and in dollars. 
 

The calculations for the allocation of the Public School Fund to each local board 
of education for FY 2004-2005 can be found in Appendix 6-7 to this chapter.  The 
Table 6-4 which follows shows a sample calculation for several school systems using 
information for FY 2004-05.  The financial ability of the local board of education is 
defined as defined as the yield of one mill of district ad valorem tax per pupil based on 
the prior year’s financial data and prior year’s first 40 scholastic days ADM. 

 
Table 6-4 

Calculations of Public School Fund Selected LEAs for FY 2004-2005 
A B C D E F G H I J K

School System

ADM FY 
2003-04     
40 day

Regular 
District Tax 
Revenues 
FY 2002-03

Number 
District 

Mills
Yield Per 

Mill

Yield Per 
Mill Per 
Pupil

Maximum 
Yield Per 
Mill Per 
Pupil

Constant 
Equal to 

2

Number of 
Mills to be 
Equalized

State 
Allocation

Local 
Match

A Y M K Z Z*[KM-Y]*A  Z*Y*A 
Homewood City 3,268.00   2,097,054$   5.50      381,283$   116.66$   116.66 2 1.027380 391,683$     391,683$    
Autauga County 9,082.50   1,009,983$   3.00      336,661$   37.07$     116.66 2 1.027380 1,831,272$  345,879$    
Albertville City 3,655.65   481,928$     3.50      137,694$   37.67$     116.66 2 1.027380 734,826$     141,464$     
 
Note:  The numbers for state allocation and local match in this Table may not exactly agree with the 
numbers in the Appendix 6-8 due to rounding.  
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The first step in the calculation is to determine the Tax Yield Per District Mill as 
found in Column E.  This number is the District Tax Revenues found in Column C 
divided by the Number District Tax Mills levied to produce this revenue in Column D.  
For Homewood City, this is $2,097,054 divided by 5.50 to yield $381,283.  This is a 
measure of wealth of the school system as it reports the revenue generated by one 
standard unit of tax rate.  This is the measure of tax capacity of local boards of 
education in Alabama However, different school systems have different numbers of 
students to serve.  Therefore, the next step in to calculate the Mill Yield Per Pupil in 
Column F.  This is found by dividing Column E by Column B.  In the case of 
Homewood City, this is $381,283 divided by the ADM of 3,268.00.  This is the measure 
of tax wealth of local boards of education in Alabama.  
 
 The next step in the process is to do these calculations for all school systems.  
Then, they are ranked in descending order by the Mill Yield Per Pupil.  This will result in 
the wealthiest school system on a per pupil basis arriving at the top of the list, and the 
poorest school system on a per pupil basis arriving at the bottom of the list.  This 
ranking step is necessary to determine the maximum Mill Yield Per Pupil in the state for 
that fiscal year.  This is the target, the maximum yield and the number for this is 
designated as M in the formula.  To calculate the state allocation that will be received by 
each school system, the state formula that follows is used.  Z is defined as the number 
of mills to be equalized and this number depends on the amount of which is available to 
be allocated.  The more funding to be allocated, the larger the number of mills that can 
be equalized in the formula.  For the purposes of this calculation, Z is 1.02738 which 
has been previously determined.  Of course Z could be 1.00 or 2.00 or whatever 
number depending on how much funding is available.  Each year as the Public School 
Funds increases in revenues, the value for Z will increase. 
 
Example for Homewood City 
 

In the case of Homewood City, the following calculations are made by inserting 
variables into the formula.   

 
State Allocation = Z*[(KM)-Y]*A 

 
State Allocation = 1.02738 x [(2 x $116.66) – $116.66] x 3,268.00 

or 
State Allocation = 1.02738 x [$233.32 - $116.66] x 3,268.00 

or 
State Allocation = 1.02738 x [$116.66] x 3,268.00 

 
or by multiplying these three numbers together 

 
State Allocation = $391,723 

 
Determining the local contribution is also made by inserting variables into the formula. 
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Local  Match or Allocation = Z*Y*A 
 

Local Allocation = 1.02738 x $116.66 x 3,268.00 
or 

Local Allocation = $391,683. 
 

The local allocation is the same amount as the state allocation for Homewood 
City because it is the wealthiest school system in the state.  Therefore, since the design 
of the allocation formula is to give each local school system a flat grant amount and to 
require a local match of a flat grant amount, Homewood City puts up one local dollar for 
each state dollar.  Where K to be set to equal one in the formula, Homewood City would 
get no state dollars but would still have to set aside the same local dollars.  A similar 
calculation is made for Autauga County and Albertville City as was seen in the Table 
above. 
 
Example for Autauga County 
 
 Consider the calculations for Autauga County: 

 
State Allocation = Z*[(KM)-Y]*A 

 
State Allocation = 1.02738 x [(2 x $116.66) – $37.07] x 9,082.50 

or 
State Allocation = 1.02738   x [$233.32 - $37.07] x 9,082.50   

or 
State Allocation = 1.02738  x [$196.25] x 9,082.50 

 
or by multiplying these three numbers together 

 
State Allocation = $1,831,272 

 
Determining the local contribution is also made by inserting variables into the formula. 

 
Local Match or Allocation = Z*Y*A 

 
Local Allocation = 1.02738 x $37.07 x 9,082.50 

 
or by multiplying these three numbers together 

 
Local Allocation = $345,879. 

 
 

Please note that the inclusion of the constant K and letting it equal 2 is now 
stipulated in the statutory authorization for this program.  The assigning of K = 2 is an 
administrative procedure.  The sum of the state and local allocation must be set aside to 
implement the state approved comprehensive, long-range capital need plan which 
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addresses the facility, educational technology, and equipment needs of the local board 
of education (Code of Alabama 1975, Section 16-13-234 (e)). 
 
At-Risk Program from Public School Fund.  The 1995 Foundation Program stipulates 
that state and local foundation program funds will be allocated to local schools based on 
needs of students, as reflected in the current year's actual student populations including 
at-risk students, students receiving special education services, and students enrolled in 
vocational -technical educational programs. (Section 16-33-231 (b)(1)d., Code of Alabama 
1975).  Since no funding was initially provided for this purpose in FY 1995-96, the 
legislature allowed the local boards of education to use up to 100 percent of matched 
capital purchase funds for defined at-risk purposes for FY 1995-96.  For fiscal year 97, up 
to 75 percent; for fiscal year 98, up to 50 percent; for fiscal year 99, up to 25 percent.  After 
FY 2000 and beyond, all public school funds must be used for approved capital purchase.  
The purposes within at-risk could include effective school programs and tutorial assistance 
including but not limited to after school, Saturday, and/or summer school programs outside 
of the normal school day (Section 16-13-234 (f), Code of Alabama 1975).  This program 
was discontinued by FY 2000. 
 

Appendices Which Follow 
 

THE PUBLIC SCHOOL FUND 
 

Appendix 6-1  Receipts to the Public School Fund for FY 2003-2004 
Appendix 6-2 Receipts and Expenditures of Public School Fund 
Appendix 6-3 Growth in Assessed State Valuation, 1901 to 2003 
Appendix 6-4 Growth in Assessed State Valuation, 1969 to 2003 
Appendix 6-5 Growth in Public School Fund Revenues, FY 1980 to FY 2006 
Appendix 6-6 Public School Fund Appropriations, FY 1980 to FY 2006 
Appendix 6-7 SDE Allocation of Capital Outlay Allocation from Public School 

Fund for FY 2004-05 
Appendix 6-8 Calculation of Capital Outlay Allocation from Public School 

Fund for FY 2004-05 
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Appendix 6-1 
Receipts to the Public School Fund for FY 2003-2004 
Category Amount

Regular Ad Valorem 102,066,714.98$     
Prior Ad Valorem 487.37                     
Insolvent Ad Valorem 209,749.20              
Land Redemption - Ad Valorem 272,572.50              
Litigation Ad Valorem 111,737.40              
Sale of Tax Land 54,136.10                
Federal Housing Authority 116,033.20              
Escheats 12,476.38                
Interest Income Investments -                           
Land Sales 395,199.91              
Reversions 17,379.33                
Appropriation From ETF 532,864.00              
Property Tax Relief Fund Transfer 15,080,184.34         

Total 118,869,534.71        
 

    
  148        
     



Alabama Public School Finance Reference 
Revenues - The Public School Fund 
 
 

Appendix 6-2 
Receipts and Expenditures of Public School Fund, 1980 to 2005 

Fiscal 
Year

Beginning 
Balance

Annual 
Receipts

Percent 
Change Total Available

Appropriations  
Local Boards

Total 
Expenditures

Ending 
Balance

1980 $12,289.29 $24,788,080.78 n/a $24,800,370.07 $23,750,000.00 $24,313,848.00 $486,522.07
1981 $486,522.07 $26,501,424.22 6.91% $26,987,946.29 $26,250,000.00 $26,941,505.71 $46,440.58
1982 $46,440.58 $26,131,350.80 -1.40% $26,177,791.38 $25,360,000.00 $26,167,030.00 $10,761.38
1983 $10,761.38 $34,807,575.70 33.20% $34,818,337.08 $33,500,000.00 $34,411,414.00 $406,923.08
1984 $406,923.08 $35,857,597.03 3.02% $36,264,520.11 $35,080,000.00 $36,116,793.00 $147,727.11
1985 $147,727.11 $36,916,629.76 2.95% $37,064,356.87 $35,570,000.00 $36,880,067.00 $184,289.87
1986 $184,289.87 $38,343,831.45 3.87% $38,528,121.32 $36,000,000.00 $37,306,937.00 $1,221,184.32
1987 $1,221,184.32 $41,454,829.05 8.11% $42,676,013.37 $36,000,000.00 $37,306,937.00 $5,369,076.37
1988 $5,369,076.37 $42,944,403.14 3.59% $48,313,479.51 $45,000,000.00 $46,306,937.00 $2,006,542.51
1989 $2,006,542.51 $50,149,249.76 16.78% $52,155,792.27 $44,000,000.00 $45,457,008.00 $6,698,784.27
1990 $6,698,784.27 $54,688,768.76 9.05% a $61,387,553.03 $45,000,000.00 $46,640,516.00 $14,747,037.03
1991 $14,747,037.03 $53,435,403.68 -2.29% $68,182,440.71 $65,000,000.00 $68,030,017.00 a $152,423.71
1992 $152,423.71 $59,745,633.29 11.81% b $59,898,057.00 $58,000,000.00 $59,898,057.00 $0.00
1993 $0.00 $59,898,857.68 0.26% c $59,898,857.68 $58,000,000.00 $59,898,057.00 $800.68
1994 $800.68 $60,116,435.32 0.36% $60,117,236.00 $58,000,000.00 $60,117,236.00 $0.00
1995 $0.00 $65,578,069.98 9.09% $65,578,069.98 $58,000,000.00 $60,234,943.00 $5,343,126.98
1996 $5,343,126.98 $68,953,190.56 5.15% $74,296,317.54 $63,158,196.00 $65,469,464.00 $8,826,853.54 d

1997 $8,826,853.54 $72,594,841.81 5.28% $81,421,695.35 $69,533,139.00 $71,269,264.00 $10,152,431.35
1998 $10,152,431.35 $75,537,048.23 4.05% $85,689,479.58 $78,532,864.00 $78,000,000.00 $7,689,479.58
1999 $7,689,479.58 $84,125,500.83 11.37% $91,814,980.41 $78,532,864.00 $78,000,000.00 $13,814,980.41
2000 $13,814,980.41 $94,538,112.08 12.38% $108,353,092.49 $89,532,864.00 $88,403,173.15 $19,949,919.34
2001 $19,949,919.34 $98,678,261.29 4.38%  $118,628,180.63 $92,532,864.00 $92,562,548.11 $26,065,632.52
2002 $26,065,632.52 $103,935,458.28 5.33%  $130,001,090.80 $125,532,864.00 $124,999,472.14 f $5,001,618.66
2003 $5,001,618.66 $109,576,585.00 5.43%  $114,578,203.66 $105,532,864.00 $104,999,999.75 $9,578,203.91
2004 $9,578,203.91 $118,869,269.18 8.48% $128,447,473.09 $110,532,864.00 $110,000,275.00 $18,447,198.09
2005 $18,447,198.09 $124,812,732.64 5.00% e $143,259,930.73 $140,532,864.00 $140,532,864.00 $2,727,066.73
2006 $2,727,066.73 $131,053,369.27 5.00% e $133,780,436.00 $132,532,864.00 $132,532,864.00 $1,247,572.00

Account Number 300824/Fund Number 310
aIncludes $1,242,000 prior period adjustment (FY 89-90 corpus recorded as income)($54,688,768.76-$1,242,000=$53,446,768.76).
bIncludes $3,441,197 transfer from ASETF to cover Shortfall.   
cIncludes $2,159,236 transfer from ASETF to cover Shortfall and prior period adj.
dIncludes $5,000,000 supplemental for FY 95-96.  
eEstimated.  
fIncludes Supplmental Appropration of $15,000,000 by Act 2001-874.   
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Appendix 6-3 
Growth in Assessed State Valuation, 1901 to 2003 

Total Assessed State Valuation
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Appendix 6-4 
Growth in Assessed State Valuation, 1969 to 2003 

Assessed Valuation of the State of Alabama, 1969 to 2003
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Appendix 6-5 
Growth in Public School Fund Revenues, 1980 to 2006 (Estimated) 

 

Receipts to the Public School Fund, FY 1980 to FY 2006 (Estimated)
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Appendix 6-6 
Public School Fund Appropriations, FY 1980 to FY 2006 

Annual Appropriations from the Public School Fund
FY 1979-80 to FY 2005-2006 (Estimated)
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Appendix 6-7 
SDE Apportionment of Capital Outlay Allocation for FY 2005 

A B C D E F G H I J

# Sys Name of LEA
 System Yield per 

Mill 

 System 
ADM 2004 40 

day 
 Yield Per 

Mill Per ADM 
 State Allocation 
SDE Calculation 

 Local Match 
SDE 

Calculation 

 Ratio 
State to 
Local 

 Total 
Amount 
per ADM 

1 001 Autauga County  $        336,661.00        9,082.52  $      37.0669  $          1,838,526  $        345,307          5.32  $  240.44 
2 002 Baldwin County  $     2,155,209.00      23,977.91  $      89.8831  $          3,547,897  $     2,217,436          1.60  $  240.44 
3 003 Barbour County  $          69,791.00        1,418.99  $      49.1836  $             269,742  $          71,445          3.78  $  240.44 
4 004 Bibb County  $        102,015.00        3,691.55  $      27.6347  $             781,400  $        106,210          7.36  $  240.44 
5 005 Blount County  $        213,880.00        7,708.23  $      27.7470  $          1,631,620  $        221,774          7.36  $  240.44 
6 006 Bullock County  $          54,880.00        1,826.83  $      30.0411  $             382,935  $          56,314          6.80  $  240.44 
7 007 Butler County  $        148,249.00        3,541.16  $      41.8645  $             698,625  $        152,824          4.57  $  240.44 
8 008 Calhoun County  $        191,184.00        9,039.73  $      21.1493  $          1,978,483  $        195,062        10.14  $  240.44 
9 009 Chambers County  $        213,748.00        4,400.08  $      48.5782  $             836,430  $        221,541          3.78  $  240.44 
10 010 Cherokee County  $        146,001.00        4,217.40  $      34.6187  $             862,373  $        151,674          5.69  $  240.44 
11 011 Chilton County  $        269,361.00        7,096.29  $      37.9580  $          1,429,173  $        277,084          5.16  $  240.44 
12 012 Choctaw County  $        170,512.00        2,144.54  $      79.5098  $             339,353  $        176,287          1.93  $  240.44 
13 013 Clarke County  $        211,886.00        3,559.60  $      59.5252  $             636,426  $        219,457          2.90  $  240.44 
14 014 Clay County  $          64,549.00        2,035.73  $      31.7080  $             422,541  $          66,937          6.31  $  240.44 
15 015 Cleburne County  $          79,147.00        2,613.97  $      30.2785  $             547,934  $          80,578          6.80  $  240.44 
16 016 Coffee County  $          86,323.00        1,956.44  $      44.1225  $             381,960  $          88,454          4.32  $  240.44 
17 017 Colbert County  $        165,321.00        3,268.49  $      50.5802  $             614,604  $        171,283          3.59  $  240.44 
18 018 Conecuh County  $          61,911.00        1,864.19  $      33.2107  $             385,020  $          63,212          6.09  $  240.44 
19 019 Coosa County  $          93,139.00        1,615.63  $      57.6487  $             292,181  $          96,287          3.03  $  240.44 
20 020 Covington County  $        185,688.00        3,221.64  $      57.6377  $             582,622  $        192,000          3.03  $  240.44 
21 021 Crenshaw County  $          65,808.00        2,377.33  $      27.6815  $             503,215  $          68,398          7.36  $  240.44 
22 022 Cullman County  $        278,358.00        9,757.04  $      28.5289  $          2,055,271  $        290,746          7.07  $  240.44 
23 023 Dale County  $        140,053.00        2,730.04  $      51.3007  $             513,354  $        143,066          3.59  $  240.44 
24 024 Dallas County  $        122,489.00        4,529.53  $      27.0423  $             963,431  $        125,665          7.67  $  240.44 
25 025 DeKalb County  $        211,452.00        8,110.98  $      26.0698  $          1,733,540  $        216,693          8.00  $  240.44 
26 026 Elmore County  $        482,447.00      10,684.48  $      45.1540  $          2,074,973  $        494,041          4.20  $  240.44 
27 027 Escambia County  $        248,662.00        4,612.57  $      53.9096  $             853,125  $        255,938          3.33  $  240.44 
28 028 Etowah County  $        320,265.00        8,524.43  $      37.5703  $          1,716,796  $        332,848          5.16  $  240.44 
29 029 Fayette County  $          65,414.00        2,658.41  $      24.6064  $             570,907  $          68,290          8.36  $  240.44 
30 030 Franklin County  $        111,167.00        3,013.80  $      36.8860  $             610,067  $        114,581          5.32  $  240.44 
31 031 Geneva County  $          91,551.00        2,729.43  $      33.5422  $             560,918  $          95,356          5.88  $  240.44 
32 032 Greene County  $        101,933.00        1,634.81  $      62.3516  $             288,930  $        104,149          2.77  $  240.44 
33 033 Hale County  $          95,720.00        3,319.10  $      28.8391  $             699,152  $          98,904          7.07  $  240.44 
34 034 Henry County  $        110,017.00        2,735.96  $      40.2115  $             545,392  $        112,452          4.85  $  240.44 
35 035 Houston County  $        425,568.00        6,197.61  $      68.6665  $          1,050,765  $        439,411          2.39  $  240.44 
36 036 Jackson County  $        228,041.00        6,125.44  $      37.2285  $          1,239,940  $        232,882          5.32  $  240.44 
37 037 Jefferson County  $     1,839,556.00      38,599.35  $      47.6577  $          7,377,176  $     1,903,787          3.88  $  240.44 
38 038 Lamar County  $          92,136.00        2,483.70  $      37.0963  $             502,762  $          94,427          5.32  $  240.44 
39 039 Lauderdale County  $        237,871.00        8,911.09  $      26.6938  $          1,895,389  $        247,225          7.67  $  240.44 
40 040 Lawrence County  $        175,292.00        5,786.70  $      30.2922  $          1,212,993  $        178,381          6.80  $  240.44 
41 041 Lee County  $        300,669.00        9,301.72  $      32.3240  $          1,930,687  $        305,851          6.31  $  240.44 
42 042 Limestone County  $        271,835.00        8,055.04  $      33.7472  $          1,655,369  $        281,413          5.88  $  240.44 
43 043 Lowndes County  $          72,987.00        2,451.71  $      29.7698  $             513,921  $          75,577          6.80  $  240.44 
44 044 Macon County  $          85,820.00        3,815.97  $      22.4897  $             831,262  $          86,263          9.64  $  240.44 
45 045 Madison County  $        505,908.00      17,078.48  $      29.6225  $          3,579,947  $        526,463          6.80  $  240.44 
46 046 Marengo County  $        104,187.00        1,678.61  $      62.0674  $             296,671  $        106,940          2.77  $  240.44 
47 047 Marion County  $        142,514.00        3,668.98  $      38.8429  $             735,152  $        147,030          5.00  $  240.44 
48 048 Marshall County  $        260,572.00        4,623.70  $      56.3557  $             845,682  $        266,057          3.18  $  240.44 
49 049 Mobile County  $     3,271,391.00      65,037.28  $      50.3002  $        12,296,384  $     3,341,409          3.68  $  240.44 
50 050 Monroe County  $        170,840.00        4,394.32  $      38.8775  $             880,488  $        176,098          5.00  $  240.44 
51 051 Montgomery County  $     1,839,880.00      32,691.18  $      56.2806  $          5,979,265  $     1,881,117          3.18  $  240.44 
52 052 Morgan County  $        614,418.00        7,574.47  $      81.1170  $          1,190,806  $        630,427          1.89  $  240.44 
53 053 Perry County  $          53,779.00        2,155.24  $      24.9527  $             462,849  $          55,365          8.36  $  240.44 
54 054 Pickens County  $        126,219.00        3,317.38  $      38.0478  $             668,111  $        129,532          5.16  $  240.44 
55 055 Pike County  $          75,489.00        2,135.14  $      35.3555  $             436,593  $          76,788          5.69  $  240.44 
56 056 Randolph County  $        138,713.00        2,273.44  $      61.0146  $             404,135  $        142,499          2.84  $  240.44 
57 057 Russell County  $          95,289.00        3,660.76  $      26.0298  $             782,405  $          97,801          8.00  $  240.44 
58 058 St Clair County  $        354,486.00        7,355.29  $      48.1947  $          1,405,756  $        362,776          3.87  $  240.44 
59 059 Shelby County  $     1,376,886.00      22,697.28  $      60.6630  $          4,034,755  $     1,422,659          2.84  $  240.44 
60 060 Sumter County  $          94,898.00        2,623.93  $      36.1664  $             533,844  $          97,063          5.50  $  240.44 
61 061 Talladega County  $        471,055.00        7,702.02  $      61.1599  $          1,369,140  $        482,760          2.84  $  240.44 
62 062 Tallapoosa County  $        143,660.00        3,400.39  $      42.2481  $             670,853  $        146,749          4.57  $  240.44 
63 063 Tuscaloosa County  $        717,136.00      16,122.59  $      44.4802  $          3,147,644  $        728,928          4.32  $  240.44 
64 064 Walker County  $        325,850.00        8,258.65  $      39.4556  $          1,654,782  $        330,956          5.00  $  240.44 
65 065 Washington County  $        316,087.00        3,572.31  $      88.4825  $             535,919  $        323,020          1.66  $  240.44 
66 066 Wilcox County  $          91,415.00        2,374.00  $      38.5067  $             475,677  $          95,135          5.00  $  240.44 
67 067 Winston County  $        125,630.00        2,759.04  $      45.5340  $             532,983  $        130,411          4.09  $  240.44  
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Appendix 6-7 (Continued) 
SDE Apportionment of Capital Outlay Allocation for FY 2005 

A B C D E F G H I J

# Sys Name of LEA
 System Yield per 

Mill 

 System 
ADM 2004 40 

day 
 Yield Per 

Mill Per ADM 
 State Allocation 
SDE Calculation 

 Local Match 
SDE 

Calculation 

 Ratio 
State to 
Local 

 Total 
Amount 
per ADM 

68 101 Albertville City  $        137,694.00        3,655.66  $      37.6660  $             736,239  $        142,740          5.16  $  240.44 
69 102 Alexander City  $        184,701.00        3,547.37  $      52.0670  $             663,399  $        189,543          3.50  $  240.44 
70 104 Andalusia City  $          72,894.00        1,697.47  $      42.9427  $             333,145  $          75,001          4.44  $  240.44 
71 105 Anniston City  $        213,719.00        2,677.53  $      79.8195  $             423,694  $        220,101          1.92  $  240.44 
72 106 Arab City  $          70,203.00        2,703.66  $      25.9659  $             577,847  $          72,231          8.00  $  240.44 
73 107 Athens City  $        163,132.00        2,762.79  $      59.0461  $             496,802  $        167,493          2.97  $  240.44 
74 109 Attalla City  $          30,084.00        1,932.81  $      15.5649  $             432,955  $          31,777        13.62  $  240.44 
75 110 Auburn City  $        309,075.00        4,695.34  $      65.8259  $             810,538  $        318,426          2.55  $  240.44 
76 113 Bessemer City  $        155,877.00        4,177.88  $      37.3101  $             845,706  $        158,838          5.32  $  240.44 
77 114 Birmingham City  $     2,134,228.00      34,274.72  $      62.2683  $          6,057,586  $     2,183,548          2.77  $  240.44 
78 115 Boaz City  $          50,945.00        2,441.08  $      20.8699  $             534,268  $          52,674        10.14  $  240.44 
79 116 Brewton City  $          48,135.00        1,379.69  $      34.8883  $             282,119  $          49,619          5.69  $  240.44 
80 125 Cullman City  $        183,637.00        2,660.81  $      69.0155  $             451,123  $        188,651          2.39  $  240.44 
81 126 Daleville City  $          26,873.00        1,589.88  $      16.9025  $             354,504  $          27,772        12.76  $  240.44 
82 127 Decatur City  $        418,363.00        8,805.65  $      47.5107  $          1,682,951  $        434,310          3.87  $  240.44 
83 128 Demopolis City  $          60,309.00        2,246.40  $      26.8470  $             477,809  $          62,323          7.67  $  240.44 
84 130 Dothan City  $        519,303.00        9,011.66  $      57.6257  $          1,629,726  $        537,069          3.03  $  240.44 
85 131 Elba City  $          21,180.00           986.96  $      21.4598  $             216,012  $          21,297        10.14  $  240.44 
86 132 Enterprise City  $        170,856.00        5,382.32  $      31.7439  $          1,117,167  $        176,977          6.31  $  240.44 
87 133 Eufaula City  $        105,064.00        2,871.93  $      36.5831  $             581,350  $        109,187          5.32  $  240.44 
88 137 Fairfield City  $          58,664.00        2,317.88  $      25.3093  $             497,777  $          59,543          8.36  $  240.44 
89 141 Florence City  $        254,674.00        4,145.42  $      61.4350  $             736,906  $        259,834          2.84  $  240.44 
90 143 Fort Payne City  $        131,188.00        2,723.66  $      48.1661  $             520,551  $        134,336          3.87  $  240.44 
91 144 Gadsden City  $        266,225.00        5,544.69  $      48.0144  $          1,059,711  $        273,474          3.87  $  240.44 
92 146 Geneva City  $          26,969.00        1,278.46  $      21.0949  $             279,810  $          27,587        10.14  $  240.44 
93 154 Guntersville City  $          85,074.00        1,819.46  $      46.7578  $             349,608  $          87,869          3.98  $  240.44 
94 155 Haleyville City  $          26,014.00        1,707.76  $      15.2328  $             384,298  $          26,322        14.60  $  240.44 
95 156 Hartselle City  $          70,756.00        3,082.24  $      22.9560  $             668,261  $          72,844          9.17  $  240.44 
96 157 Homewood City  $        381,283.00        3,268.32  $    116.6602  $             392,923  $        392,923          1.00  $  240.44 
97 158 Hoover City  $        980,413.00      11,134.80  $      88.0494  $          1,670,446  $     1,006,844          1.66  $  240.44 
98 159 Huntsville City  $     1,566,174.00      22,573.14  $      69.3822  $          3,827,129  $     1,600,436          2.39  $  240.44 
99 162 Jacksonville City  $          55,101.00        1,702.70  $      32.3610  $             353,416  $          55,987          6.31  $  240.44 

100 163 Jasper City  $          90,345.00        2,689.03  $      33.5976  $             552,615  $          93,945          5.88  $  240.44 
101 165 Lanett City  $          34,649.00        1,016.43  $      34.0889  $             208,885  $          35,510          5.88  $  240.44 
102 167 Leeds City  $          55,785.00        1,282.70  $      43.4903  $             251,743  $          56,675          4.44  $  240.44 
103 168 Linden City  $          20,039.00           579.60  $      34.5738  $             118,517  $          20,845          5.69  $  240.45 
104 169 Madison City  $        276,299.00        6,934.78  $      39.8425  $          1,382,393  $        285,030          4.85  $  240.44 
105 171 Midfield City  $          28,412.00        1,171.43  $      24.2541  $             252,774  $          28,888          8.75  $  240.44 
106 175 Mt Brook City  $        347,088.00        4,150.37  $      83.6282  $             639,698  $        358,231          1.79  $  240.44 
107 176 Muscle Shoals City  $          99,814.00        2,549.33  $      39.1530  $             510,808  $        102,162          5.00  $  240.44 
108 178 Oneonta City  $          50,752.00        1,298.61  $      39.0818  $             260,202  $          52,040          5.00  $  240.44 
109 179 Opelika City  $        188,942.00        4,372.64  $      43.2101  $             858,172  $        193,201          4.44  $  240.44 
110 180 Opp City  $          32,639.00        1,389.36  $      23.4921  $             301,227  $          32,835          9.17  $  240.44 
111 181 Oxford City  $        117,413.00        3,735.28  $      31.4335  $             779,142  $        118,982          6.55  $  240.44 
112 182 Ozark City  $          70,330.00        2,789.80  $      25.2097  $             599,124  $          71,666          8.36  $  240.44 
113 183 Pell City  $        138,470.00        4,015.04  $      34.4878  $             825,120  $        140,270          5.88  $  240.44 
114 184 Phenix City  $        154,934.00        5,318.72  $      29.1299  $          1,120,362  $        158,490          7.07  $  240.44 
115 185 Piedmont City  $          29,248.00        1,048.96  $      27.8829  $             222,037  $          30,180          7.36  $  240.44 
116 188 Roanoke City  $          33,660.00        1,440.65  $      23.3645  $             312,348  $          34,047          9.17  $  240.44 
117 189 Russellville City  $          51,136.00        2,348.84  $      21.7707  $             511,666  $          53,097          9.64  $  240.44 
118 190 Scottsboro City  $          97,149.00        2,772.95  $      35.0345  $             567,012  $          99,726          5.69  $  240.44 
119 191 Selma City  $        110,498.00        4,079.38  $      27.0870  $             867,684  $        113,176          7.67  $  240.44 
120 192 Sheffield City  $          41,411.00        1,305.99  $      31.7085  $             271,074  $          42,942          6.31  $  240.44 
121 193 Sylacauga City  $          79,098.00        2,317.65  $      34.1285  $             476,294  $          80,970          5.88  $  240.44 
122 194 Talladega City  $          74,754.00        2,920.02  $      25.6005  $             624,089  $          78,011          8.00  $  240.44 
123 195 Tallassee City  $          23,118.00        1,891.11  $      12.2246  $             431,387  $          23,318        18.50  $  240.44 
124 197 Tarrant City  $          53,294.00        1,374.56  $      38.7717  $             275,420  $          55,084          5.00  $  240.44 
125 198 Thomasville City  $          29,627.00        1,646.48  $      17.9941  $             365,433  $          30,453        12.00  $  240.44 
126 199 Troy City  $          96,110.00        2,402.11  $      40.0107  $             478,842  $          98,730          4.85  $  240.44 
127 200 Tuscaloosa City  $        682,788.00        9,932.62  $      68.7420  $          1,684,011  $        704,223          2.39  $  240.44 
128 201 Tuscumbia City  $          34,980.00        1,425.24  $      24.5432  $             306,078  $          36,612          8.36  $  240.44 
129 202 Vestavia Hills City  $        395,785.00        5,222.06  $      75.7910  $             847,805  $        407,805          2.08  $  240.44 
130 204 Winfield City  $          24,710.00        1,306.61  $      18.9115  $             288,657  $          25,509        11.32  $  240.44 

Subtotal Local Boards  $   35,152,952.00    732,110.13  n/a  $      139,915,416  $   36,115,722     $  240.44 
207 AL School Fine Arts  $                      -             351.78  n/a  $               84,584  n/a  n/a 

Total Public School Fund 35,152,952.00$    732,461.91   47.9929$      140,000,000$       36,115,722$     n/a  
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Appendix 6-8 
Calculation of Capital Outlay Allocation for FY 2005 

A Y M
 K = 2     

2M 2M-Y Z
 State   

Allocation   Local Match  

# Sys Name of LEA
 System Yield 

per Mill 
  ADM 2004 

40 day 
 Yield/Mill 
Per ADM 116.66$        2.00         1.02738  Z*[KM-Y]*A   Z*Y*A

1 157 Homewood City  $       381,283.00      3,268.32  $      116.66 116.66$        233.32$    116.66$  1.02738 391,723$          391,723$        
2 002 Baldwin County  $    2,155,209.00    23,977.91  $        89.88 116.66$        233.32$    143.44$  1.02738 3,533,497$       2,214,219$     
3 065 Washington County  $       316,087.00      3,572.31  $        88.48 116.66$        233.32$    144.84$  1.02738 531,573$          324,741$        
4 158 Hoover City  $       980,413.00    11,134.80  $        88.05 116.66$        233.32$    145.27$  1.02738 1,661,853$       1,007,257$     
5 175 Mt Brook City  $       347,088.00      4,150.37  $        83.63 116.66$        233.32$    149.69$  1.02738 638,289$          356,591$        
6 052 Morgan County  $       614,418.00      7,574.47  $        81.12 116.66$        233.32$    152.20$  1.02738 1,184,426$       631,241$        
7 105 Anniston City  $       213,719.00      2,677.53  $        79.82 116.66$        233.32$    153.50$  1.02738 422,257$          219,571$        
8 012 Choctaw County  $       170,512.00      2,144.54  $        79.51 116.66$        233.32$    153.81$  1.02738 338,884$          175,181$        
9 202 Vestavia Hills City  $       395,785.00      5,222.06  $        75.79 116.66$        233.32$    157.53$  1.02738 845,152$          406,622$        

10 159 Huntsville City  $    1,566,174.00    22,573.14  $        69.38 116.66$        233.32$    163.94$  1.02738 3,801,924$       1,609,056$     
11 125 Cullman City  $       183,637.00      2,660.81  $        69.02 116.66$        233.32$    164.31$  1.02738 449,155$          188,665$        
12 200 Tuscaloosa City  $       682,788.00      9,932.62  $        68.74 116.66$        233.32$    164.58$  1.02738 1,679,454$       701,483$        
13 035 Houston County  $       425,568.00      6,197.61  $        68.67 116.66$        233.32$    164.65$  1.02738 1,048,402$       437,220$        
14 110 Auburn City  $       309,075.00      4,695.34  $        65.83 116.66$        233.32$    167.49$  1.02738 807,977$          317,537$        
15 032 Greene County  $       101,933.00      1,634.81  $        62.35 116.66$        233.32$    170.97$  1.02738 287,154$          104,724$        
16 114 Birmingham City  $    2,134,228.00    34,274.72  $        62.27 116.66$        233.32$    171.05$  1.02738 6,023,289$       2,192,663$     
17 046 Marengo County  $       104,187.00      1,678.61  $        62.07 116.66$        233.32$    171.25$  1.02738 295,338$          107,040$        
18 141 Florence City  $       254,674.00      4,145.42  $        61.44 116.66$        233.32$    171.89$  1.02738 732,047$          261,647$        
19 061 Talladega County  $       471,055.00      7,702.02  $        61.16 116.66$        233.32$    172.16$  1.02738 1,362,289$       483,952$        
20 056 Randolph County  $       138,713.00      2,273.44  $        61.01 116.66$        233.32$    172.31$  1.02738 402,453$          142,511$        
21 059 Shelby County  $    1,376,886.00    22,697.28  $        60.66 116.66$        233.32$    172.66$  1.02738 4,026,153$       1,414,585$     
22 013 Clarke County  $       211,886.00      3,559.60  $        59.53 116.66$        233.32$    173.80$  1.02738 635,580$          217,687$        
23 107 Athens City  $       163,132.00      2,762.79  $        59.05 116.66$        233.32$    174.27$  1.02738 494,667$          167,599$        
24 019 Coosa County  $        93,139.00      1,615.63  $        57.65 116.66$        233.32$    175.67$  1.02738 291,592$          95,689$          
25 020 Covington County  $       185,688.00      3,221.64  $        57.64 116.66$        233.32$    175.68$  1.02738 581,483$          190,772$        
26 130 Dothan City  $       519,303.00      9,011.66  $        57.63 116.66$        233.32$    175.69$  1.02738 1,626,653$       533,522$        
27 048 Marshall County  $       260,572.00      4,623.70  $        56.36 116.66$        233.32$    176.96$  1.02738 840,635$          267,706$        
28 051 Montgomery County  $    1,839,880.00    32,691.18  $        56.28 116.66$        233.32$    177.04$  1.02738 5,946,108$       1,890,256$     
29 027 Escambia County  $       248,662.00      4,612.57  $        53.91 116.66$        233.32$    179.41$  1.02738 850,203$          255,470$        
30 102 Alexander City  $       184,701.00      3,547.37  $        52.07 116.66$        233.32$    181.25$  1.02738 660,578$          189,758$        
31 023 Dale County  $       140,053.00      2,730.04  $        51.30 116.66$        233.32$    182.02$  1.02738 510,527$          143,888$        
32 017 Colbert County  $       165,321.00      3,268.49  $        50.58 116.66$        233.32$    182.74$  1.02738 613,638$          169,847$        
33 049 Mobile County  $    3,271,391.00    65,037.28  $        50.30 116.66$        233.32$    183.02$  1.02738 12,229,046$     3,360,962$     
34 003 Barbour County  $        69,791.00      1,418.99  $        49.18 116.66$        233.32$    184.14$  1.02738 268,443$          71,702$          
35 009 Chambers County  $       213,748.00      4,400.08  $        48.58 116.66$        233.32$    184.74$  1.02738 835,137$          219,600$        
36 058 St Clair County  $       354,486.00      7,355.29  $        48.19 116.66$        233.32$    185.13$  1.02738 1,398,936$       364,192$        
37 143 Fort Payne City  $       131,188.00      2,723.66  $        48.17 116.66$        233.32$    185.15$  1.02738 518,105$          134,780$        
38 144 Gadsden City  $       266,225.00      5,544.69  $        48.01 116.66$        233.32$    185.31$  1.02738 1,055,597$       273,514$        
39 037 Jefferson County  $    1,839,556.00    38,599.35  $        47.66 116.66$        233.32$    185.66$  1.02738 7,362,681$       1,889,923$     
40 127 Decatur City  $       418,363.00      8,805.65  $        47.51 116.66$        233.32$    185.81$  1.02738 1,680,974$       429,818$        
41 154 Guntersville City  $        85,074.00      1,819.46  $        46.76 116.66$        233.32$    186.56$  1.02738 348,737$          87,403$          
42 067 Winston County  $       125,630.00      2,759.04  $        45.53 116.66$        233.32$    187.79$  1.02738 532,296$          129,070$        
43 026 Elmore County  $       482,447.00    10,684.48  $        45.15 116.66$        233.32$    188.17$  1.02738 2,065,507$       495,656$        
44 063 Tuscaloosa County  $       717,136.00    16,122.59  $        44.48 116.66$        233.32$    188.84$  1.02738 3,127,955$       736,771$        
45 016 Coffee County  $        86,323.00      1,956.44  $        44.12 116.66$        233.32$    189.20$  1.02738 380,289$          88,687$          
46 167 Leeds City  $        55,785.00      1,282.70  $        43.49 116.66$        233.32$    189.83$  1.02738 250,162$          57,312$          
47 179 Opelika City  $       188,942.00      4,372.64  $        43.21 116.66$        233.32$    190.11$  1.02738 854,045$          194,115$        
48 104 Andalusia City  $        72,894.00      1,697.47  $        42.94 116.66$        233.32$    190.38$  1.02738 332,009$          74,890$          
49 062 Tallapoosa County  $       143,660.00      3,400.39  $        42.25 116.66$        233.32$    191.07$  1.02738 667,510$          147,593$        
50 007 Butler County  $       148,249.00      3,541.16  $        41.86 116.66$        233.32$    191.46$  1.02738 696,539$          152,308$        
51 034 Henry County  $       110,017.00      2,735.96  $        40.21 116.66$        233.32$    193.11$  1.02738 542,804$          113,029$        
52 199 Troy City  $        96,110.00      2,402.11  $        40.01 116.66$        233.32$    193.31$  1.02738 477,065$          98,741$          
53 169 Madison City  $       276,299.00      6,934.78  $        39.84 116.66$        233.32$    193.48$  1.02738 1,378,464$       283,864$        
54 064 Walker County  $       325,850.00      8,258.65  $        39.46 116.66$        233.32$    193.86$  1.02738 1,644,899$       334,772$        
55 176 Muscle Shoals City  $        99,814.00      2,549.33  $        39.15 116.66$        233.32$    194.17$  1.02738 508,550$          102,547$        
56 178 Oneonta City  $        50,752.00      1,298.61  $        39.08 116.66$        233.32$    194.24$  1.02738 259,147$          52,142$          
57 050 Monroe County  $       170,840.00      4,394.32  $        38.88 116.66$        233.32$    194.44$  1.02738 877,840$          175,518$        
58 047 Marion County  $       142,514.00      3,668.98  $        38.84 116.66$        233.32$    194.48$  1.02738 733,071$          146,416$        
59 197 Tarrant City  $        53,294.00      1,374.56  $        38.77 116.66$        233.32$    194.55$  1.02738 274,741$          54,753$          
60 066 Wilcox County  $        91,415.00      2,374.00  $        38.51 116.66$        233.32$    194.81$  1.02738 475,151$          93,918$          
61 054 Pickens County  $       126,219.00      3,317.38  $        38.05 116.66$        233.32$    195.27$  1.02738 665,530$          129,675$        
62 011 Chilton County  $       269,361.00      7,096.29  $        37.96 116.66$        233.32$    195.36$  1.02738 1,424,307$       276,736$        
63 101 Albertville City  $       137,694.00      3,655.66  $        37.67 116.66$        233.32$    195.65$  1.02738 734,830$          141,464$        
64 028 Etowah County  $       320,265.00      8,524.43  $        37.57 116.66$        233.32$    195.75$  1.02738 1,714,347$       329,034$        
65 113 Bessemer City  $       155,877.00      4,177.88  $        37.31 116.66$        233.32$    196.01$  1.02738 841,330$          160,145$         
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Appendix 6-8 (Continued) 
Calculation of Capital Outlay Allocation for FY 2005 

A Y M
 K = 2     

2M 2M-Y Z
 State   

Allocation   Local Match  

# Sys Name of LEA
 System Yield 

per Mill 
  ADM 2004 

40 day 
 Yield/Mill 
Per ADM 116.66$        2.00         1.02738  Z*[KM-Y]*A   Z*Y*A

66 036 Jackson County  $       228,041.00      6,125.44  $        37.23 116.66$        233.32$    196.09$  1.02738 1,234,037$       234,285$        
67 038 Lamar County  $        92,136.00      2,483.70  $        37.10 116.66$        233.32$    196.22$  1.02738 500,706$          94,659$          
68 001 Autauga County  $       336,661.00      9,082.52  $        37.07 116.66$        233.32$    196.25$  1.02738 1,831,281$       345,879$        
69 030 Franklin County  $       111,167.00      3,013.80  $        36.89 116.66$        233.32$    196.43$  1.02738 608,224$          114,211$        
70 133 Eufaula City  $       105,064.00      2,871.93  $        36.58 116.66$        233.32$    196.74$  1.02738 580,486$          107,941$        
71 060 Sumter County  $        94,898.00      2,623.93  $        36.17 116.66$        233.32$    197.15$  1.02738 531,483$          97,496$          
72 055 Pike County  $        75,489.00      2,135.14  $        35.36 116.66$        233.32$    197.96$  1.02738 434,256$          77,556$          
73 190 Scottsboro City  $        97,149.00      2,772.95  $        35.03 116.66$        233.32$    198.29$  1.02738 564,892$          99,809$          
74 116 Brewton City  $        48,135.00      1,379.69  $        34.89 116.66$        233.32$    198.43$  1.02738 281,271$          49,453$          
75 010 Cherokee County  $       146,001.00      4,217.40  $        34.62 116.66$        233.32$    198.70$  1.02738 860,949$          149,999$        
76 168 Linden City  $        20,039.00         579.60  $        34.57 116.66$        233.32$    198.75$  1.02738 118,348$          20,588$          
77 183 Pell City  $       138,470.00      4,015.04  $        34.49 116.66$        233.32$    198.83$  1.02738 820,179$          142,261$        
78 193 Sylacauga City  $        79,098.00      2,317.65  $        34.13 116.66$        233.32$    199.19$  1.02738 474,297$          81,264$          
79 165 Lanett City  $        34,649.00      1,016.43  $        34.09 116.66$        233.32$    199.23$  1.02738 208,050$          35,598$          
80 042 Limestone County  $       271,835.00      8,055.04  $        33.75 116.66$        233.32$    199.57$  1.02738 1,651,586$       279,278$        
81 163 Jasper City  $        90,345.00      2,689.03  $        33.60 116.66$        233.32$    199.72$  1.02738 551,766$          92,819$          
82 031 Geneva County  $        91,551.00      2,729.43  $        33.54 116.66$        233.32$    199.78$  1.02738 560,211$          94,058$          
83 018 Conecuh County  $        61,911.00      1,864.19  $        33.21 116.66$        233.32$    200.11$  1.02738 383,257$          63,606$          
84 162 Jacksonville City  $        55,101.00      1,702.70  $        32.36 116.66$        233.32$    200.96$  1.02738 351,543$          56,610$          
85 041 Lee County  $       300,669.00      9,301.72  $        32.32 116.66$        233.32$    201.00$  1.02738 1,920,803$       308,901$        
86 132 Enterprise City  $       170,856.00      5,382.32  $        31.74 116.66$        233.32$    201.58$  1.02738 1,114,655$       175,534$        
87 192 Sheffield City  $        41,411.00      1,305.99  $        31.71 116.66$        233.32$    201.61$  1.02738 270,512$          42,545$          
88 014 Clay County  $        64,549.00      2,035.73  $        31.71 116.66$        233.32$    201.61$  1.02738 421,666$          66,316$          
89 181 Oxford City  $       117,413.00      3,735.28  $        31.43 116.66$        233.32$    201.89$  1.02738 774,752$          120,628$        
90 040 Lawrence County  $       175,292.00      5,786.70  $        30.29 116.66$        233.32$    203.03$  1.02738 1,207,031$       180,091$        
91 015 Cleburne County  $        79,147.00      2,613.97  $        30.28 116.66$        233.32$    203.04$  1.02738 545,278$          81,314$          
92 006 Bullock County  $        54,880.00      1,826.83  $        30.04 116.66$        233.32$    203.28$  1.02738 381,525$          56,383$          
93 043 Lowndes County  $        72,987.00      2,451.71  $        29.77 116.66$        233.32$    203.55$  1.02738 512,711$          74,985$          
94 045 Madison County  $       505,908.00    17,078.48  $        29.62 116.66$        233.32$    203.70$  1.02738 3,574,102$       519,760$        
95 184 Phenix City  $       154,934.00      5,318.72  $        29.13 116.66$        233.32$    204.19$  1.02738 1,115,768$       159,176$        
96 033 Hale County  $        95,720.00      3,319.10  $        28.84 116.66$        233.32$    204.48$  1.02738 697,277$          98,341$          
97 022 Cullman County  $       278,358.00      9,757.04  $        28.53 116.66$        233.32$    204.79$  1.02738 2,052,869$       285,979$        
98 185 Piedmont City  $        29,248.00      1,048.96  $        27.88 116.66$        233.32$    205.44$  1.02738 221,396$          30,049$          
99 005 Blount County  $       213,880.00      7,708.23  $        27.75 116.66$        233.32$    205.57$  1.02738 1,627,995$       219,736$        
100 021 Crenshaw County  $        65,808.00      2,377.33  $        27.68 116.66$        233.32$    205.64$  1.02738 502,257$          67,610$          
101 004 Bibb County  $       102,015.00      3,691.55  $        27.63 116.66$        233.32$    205.69$  1.02738 780,089$          104,808$        
102 191 Selma City  $       110,498.00      4,079.38  $        27.09 116.66$        233.32$    206.23$  1.02738 864,340$          113,523$        
103 024 Dallas County  $       122,489.00      4,529.53  $        27.04 116.66$        233.32$    206.28$  1.02738 959,925$          125,843$        
104 128 Demopolis City  $        60,309.00      2,246.40  $        26.85 116.66$        233.32$    206.47$  1.02738 476,522$          61,960$          
105 039 Lauderdale County  $       237,871.00      8,911.09  $        26.69 116.66$        233.32$    206.63$  1.02738 1,891,683$       244,384$        
106 025 DeKalb County  $       211,452.00      8,110.98  $        26.07 116.66$        233.32$    207.25$  1.02738 1,727,032$       217,242$        
107 057 Russell County  $        95,289.00      3,660.76  $        26.03 116.66$        233.32$    207.29$  1.02738 779,618$          97,898$          
108 106 Arab City  $        70,203.00      2,703.66  $        25.97 116.66$        233.32$    207.35$  1.02738 575,966$          72,125$          
109 194 Talladega City  $        74,754.00      2,920.02  $        25.60 116.66$        233.32$    207.72$  1.02738 623,154$          76,801$          
110 137 Fairfield City  $        58,664.00      2,317.88  $        25.31 116.66$        233.32$    208.01$  1.02738 495,346$          60,270$          
111 182 Ozark City  $        70,330.00      2,789.80  $        25.21 116.66$        233.32$    208.11$  1.02738 596,484$          72,256$          
112 053 Perry County  $        53,779.00      2,155.24  $        24.95 116.66$        233.32$    208.37$  1.02738 461,379$          55,251$          
113 029 Fayette County  $        65,414.00      2,658.41  $        24.61 116.66$        233.32$    208.71$  1.02738 570,039$          67,205$          
114 201 Tuscumbia City  $        34,980.00      1,425.24  $        24.54 116.66$        233.32$    208.78$  1.02738 305,705$          35,938$          
115 171 Midfield City  $        28,412.00      1,171.43  $        24.25 116.66$        233.32$    209.07$  1.02738 251,612$          29,190$          
116 180 Opp City  $        32,639.00      1,389.36  $        23.49 116.66$        233.32$    209.83$  1.02738 299,509$          33,533$          
117 188 Roanoke City  $        33,660.00      1,440.65  $        23.36 116.66$        233.32$    209.96$  1.02738 310,755$          34,582$          
118 156 Hartselle City  $        70,756.00      3,082.24  $        22.96 116.66$        233.32$    210.36$  1.02738 666,147$          72,693$          
119 044 Macon County  $        85,820.00      3,815.97  $        22.49 116.66$        233.32$    210.83$  1.02738 826,552$          88,170$          
120 189 Russellville City  $        51,136.00      2,348.84  $        21.77 116.66$        233.32$    211.55$  1.02738 510,502$          52,536$          
121 131 Elba City  $        21,180.00         986.96  $        21.46 116.66$        233.32$    211.86$  1.02738 214,823$          21,760$          
122 008 Calhoun County  $       191,184.00      9,039.73  $        21.15 116.66$        233.32$    212.17$  1.02738 1,970,484$       196,419$        
123 146 Geneva City  $        26,969.00      1,278.46  $        21.09 116.66$        233.32$    212.23$  1.02738 278,751$          27,707$          
124 115 Boaz City  $        50,945.00      2,441.08  $        20.87 116.66$        233.32$    212.45$  1.02738 532,808$          52,340$          
125 204 Winfield City  $        24,710.00      1,306.61  $        18.91 116.66$        233.32$    214.41$  1.02738 287,819$          25,387$          
126 198 Thomasville City  $        29,627.00      1,646.48  $        17.99 116.66$        233.32$    215.33$  1.02738 364,238$          30,438$          
127 126 Daleville City  $        26,873.00      1,589.88  $        16.90 116.66$        233.32$    216.42$  1.02738 353,499$          27,609$          
128 109 Attalla City  $        30,084.00      1,932.81  $        15.56 116.66$        233.32$    217.76$  1.02738 432,404$          30,908$          
129 155 Haleyville City  $        26,014.00      1,707.76  $        15.23 116.66$        233.32$    218.09$  1.02738 382,639$          26,726$          
130 195 Tallassee City  $        23,118.00      1,891.11  $        12.22 116.66$        233.32$    221.10$  1.02738 429,565$          23,751$          

Subtotal Local Boards  $  35,152,952.00  732,110.13  $        48.02  n/a  n/a  n/a  n/a  $  139,377,799  $  36,115,440 
207 AL School Fine Arts  $                       -         351.78  n/a  n/a  n/a  n/a  n/a  $           84,584  $                   - 

Total Public School Fund 35,152,952.00$  732,461.91 47.99$         n/a  n/a  n/a  n/a 139,462,383$   36,115,440$    
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7.  STATE AD VALOREM TAXATION IN ALABAMA 
 
 As has been previously discussed, the use of the ad valorem tax in Alabama is 
severely restricted by the Constitution of 1901.  In order to forever discourage the 
excesses of reconstruction countered by the Constitution of 1875, the Constitution of 
1901 again enrolled the basic limitations on both taxation and debt, state and local, 
created in 1875.  With the state ad valorem tax constitutionally limited to 6.5 mills, with 
3.0 mills earmarked for public education, local government in Alabama is the 
predominant user of the ad valorem tax.  Public education relies on the ad valorem tax 
at the local level for over one-half of its tax revenue receipts.  The following provisions 
govern the application of ad valorem tax levies in the state of Alabama, whether state or 
local. 

Calculating the Ad Valorem Tax 

 Property taxes are measured in millages.  One mill is equal to one-tenth of a cent 
(1/10 of 1 cent) or 1/1000 of a dollar.   In connection with ad valorem taxes in 
constitutional provisions and various statutes, a mill is often expressed in terms of 10 
cents on each $100 of assessed value.  This property tax is levied on the owners of real 
and personal property within Alabama.  Real property is defined as land or real 
estate and the improvements that have been made upon it.  These improvements would 
include homes, factories, barns, and other such structures.  Personal property, on the 
other hand, is any property that is not real estate.  Personal property can be classified 
as either tangible or intangible.  Tangible personal property for an individual 
encompasses items of possession such as furniture, clothing and jewelry.  In the case 
of a corporation, tangible personal property may include the equipment of the business, 
the furnishings, the raw materials, or items in inventory.  Intangible personal property, 
on the other hand, can include stocks, bonds, and financial instruments such as 
mortgages, banks deposits, and even cash (Ward and Pippen, p. 4).  Intangible 
personal property consists of entities that represent value but which, in and of 
themselves, do not have a value equal to that which they represent.  Examples are 
stocks, bonds, patent rights, money, franchises, futures contracts, insurance policies, 
and so forth.  Intangible personal property is not taxed in Alabama.   

Subjects of Ad Valorem Taxation in Alabama 

 The subjects of ad valorem taxation in Alabama are defined in laws approved by 
the Legislature.  Even though the Constitution severely limits the use of the ad valorem 
tax, the legislature can decide just what is to be taxed.  The following list is a 
paraphrased brief listing of the subjects of the ad valorem tax: 

1. Every piece, parcel, tract or lot of land in Alabama, including therein 
all things pertaining to such land such as structures; 

2. All docks, wharves, boats, bridges, ferries, turnpikes, streets, 
railroads, printing presses and materials;  
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3. All steamboats, barges, vessels, and watercraft plying the waters of 
the state to be taxed in the county of the residence of the owner; 

4. All stocks of goods, wares, and merchandise taxed at the average 
amount for the prior year on hand for sale; 

5. All household and kitchen furniture, valuables such as jewelry and 
musical instruments, vehicles, equipment of a business, livestock, 
sporting goods, and aircraft; 

6. All money hoarded in the state whether in the custody of the owner 
or in a safety deposit box, except money on deposit in banks which 
is specifically exempt; 

7. All investment in bonds except those which are exempt from 
taxation,  

8. All roadbed, track, and equipment of railroads which are used in the 
severance of raw materials such as in timber harvesting or mining; 

9. Shares in corporations or associations 
10. On the gross amounts of sales of goods, wares, or merchandise 

sold at auction which shall include items brought into the state and 
fruit; 

11. On the gross amount of commissions or sums charged and 
received each year by any auctioneer; 

12. On the real and personal property of water companies and other 
utilities for gas and power and manufacturing and processing 
equipment of factories; 

13. All property of cement, lime, and plaster quarries and 
manufacturing facilities used in mining and quarrying; 

14. All property, including heavy duty equipment, used for construction 
purposes; and 

15. All other property, whether real or personal, not hereinabove 
defined (Code of Alabama 1975, Section 14-11-1). 

Exemptions Granted from Ad Valorem Tax 

 While the list of property originally intended to be subject to the ad valorem tax is 
comprehensive, both the writing of the Constitution and the political processes 
thereafter has resulted in a long list of exemptions.  The first is to be found in the 
Constitution of 1901: 

 The legislature shall not tax the property, real or personal, of the 
state, counties, or other municipal corporations, or cemeteries; nor lots in 
incorporated cities and towns, or within one mile of any city or town to the 
extent of one acre, nor lots one mile or more distant from such cities or 
towns to the extent of five acres, with the buildings thereon, when same 
are used exclusively for religious worship, for schools, or for purposes 
purely charitable (Constitution of 1901, Section 91). 
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Further constitutional statements on exemptions are to be found in Amendment 373 
approved in 1978.  The first validates existing statutory exemptions and further grants 
authority to the Legislature to grant exemptions. 

 (g) The legislature is authorized to enact legislation to implement 
the provisions of this section and may provide for exemptions from 
taxation; provided, that unless otherwise expressly provided, no 
amendment to this section shall be construed to repeal any statutory 
exemption existing on the effective date of any such amendment hereto. 

The second actually expands the list of items deemed to be exempt from ad valorem 
taxation: 

 (k) The following property shall be exempt from all ad valorem 
taxation: the real and personal property of the state, counties and 
municipalities and property devoted exclusively to religious, educational or 
charitable purposes, household and kitchen furniture, all farm tractors, all 
farming implements when used exclusively in connection with agricultural 
property and all stocks of goods, wares and merchandise (Constitution of 
1901. Amendment 373) 

 Statute provides for a major listing of general exemptions to be offered to the ad 
valorem tax and has been crafted by the Legislature over the entire history of the 
Constitution of 1901. 

 
§ 40-9-1.  Persons and property generally. 

The following property and persons shall be exempt from ad valorem 
taxation and none other: 

(1) All bonds of the United States and this state and all county and 
municipal bonds issued by counties and municipalities in this state, all 
property, real and personal, of the United States and this state and of 
county and municipal corporations in this state; all cemeteries, all 
property, real and personal, used exclusively for religious worship, for 
schools or for purposes purely charitable; provided, that property, real or 
personal, owned by any educational, religious or charitable institution, 
society or corporation let for rent or hire or for use for business purposes 
shall not be exempt from taxation, notwithstanding that the income from 
such property shall be used exclusively for education, religious or 
charitable purposes; all mortgages, together with the notes, debts and 
credits secured thereby on real and personal property situated in this 
state, which mortgages have been filed for record and the privilege tax 
paid thereon; all security agreements and security interests under the 
Uniform Commercial Code, together with the notes, debts and credits 
secured thereby; all money on deposit in any bank or banking institution 
and all other solvent credits; all warrants issued by county boards of 
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education and city boards of education for the purpose of erecting, 
repairing, furnishing school buildings or for other school purposes; 

(2) All property, real or personal, used exclusively for hospital purposes, to 
the amount of $75,000, where such hospitals maintain wards for charity 
patients or give treatment to such patients; provided, that the treatment of 
charity patients constitutes at least 15 percent of the business of such 
hospitals; provided further, that such hospital need not be assessed for 
taxation if the owner or manager shall file with the county tax assessor 
wherein such hospital is located within the time allowed for assessing 
such property for taxation a certificate that such hospital has done 15 
percent charity work in the preceding tax year; and further provided, that 
such hospital through its owner or manager shall have until the expiration 
of the preceding tax year to class its work and ascertain whether or not 
such hospital has done 15 percent of its treatment of patients as charity 
work; 

(3) The shares of the capital stock of any corporation owning and 
operating a hospital, to the extent of $75,000 in value; provided, that said 
corporation maintains wards for charity patients and gives treatment to 
such patients, which treatment constitutes at least 15 percent of the 
business of the hospital of said corporation; provided, that the total 
exemption granted to any such corporation shall not exceed $75,000, 
taking into consideration its real and personal property and the value of its 
shares of capital stock; 

(4) All property owned by the American Legion or by Veterans of Foreign 
Wars or by the Disabled American Veterans, or any post thereof; 
provided, that such property is used and occupied exclusively by said 
organization; 

(5) All the property of literary and scientific institutions and literary 
societies, when employed or used in the regular business of such 
institutions; 

(6) The libraries of ministers of the gospel, all libraries other than those of 
a professional character and all religious books kept for sale by ministers 
of the gospel and colporteurs; 

(7) The property of deaf mutes and insane persons to the extent of $3,000 
and the property of blind persons to the extent of $12,000; 

(8) All family portraits; 

(9) All cotton, livestock or agricultural products which have been raised or 
grown in the State of Alabama and which shall remain in the hands of the 
producer thereof, or his landlord, or in the hands of a cooperative 
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association for all time, and for a period of one year in the hands of the 
purchaser or the manufacturer; 

(10) All cotton, wherever grown, stored in licensed warehouses in the 
State of Alabama for a period not exceeding 12 months; 

(11) Provisions and supplies on hand for the current year for the use of the 
family and the making of crops; all wearing apparel; farming tools; tools 
and implements of mechanics to the value of $200; all livestock, including 
mules, studs, jacks and jennets, cattle, horses, cows, calves, hogs, sheep 
and goats; household and kitchen furniture and one sewing machine; 

(12) No license or taxation of any character, except franchise taxes 
provided by Section 229 of the Constitution of the State of Alabama, shall 
be collected or required to be paid to the state or any county or 
municipality therein by any state or county fair, agricultural association, 
stock, kennel or poultry show. Athletic stadiums owned and controlled by 
universities, schools or colleges and which are used exclusively for the 
purpose of promoting intercollegiate or interschool athletics; provided, that 
the revenue received from athletic stadiums, when admission is charged, 
shall be used for the benefit of athletic associations of such universities, 
colleges or schools. Nothing contained in this subdivision shall be 
construed to prohibit any municipality, county or state from imposing any 
license tax upon or for the privilege of engaging in the business of 
supplying services for hire or reward or selling commodities other than 
livestock, farm products or farm implements or conducting or operating 
devices or games of skill or amusements or other games or devices, or 
conducting or operating shows, displays or exhibits other than shows, 
displays or exhibits of agricultural implements, farm products, livestock 
and athletic prowess; 

(13) All material, including without limitation coke, to be compounded or 
further manufactured, when stocked at any plant or furnace for 
manufacturing purposes in Alabama; 

(14) All articles manufactured in Alabama, including pig iron, in the hands 
of the producer or manufacturer thereof, for 12 months after its production 
or manufacture; 

(15) All property, both real and personal, owned by any unit or 
organization of the Alabama National Guard officially recognized as such 
by the federal government and organized and maintained by the state, 
and all property owned by shares and used exclusively by and kept 
exclusively in the possession of any such unit or organization of the 
Alabama National Guard, the annual rent or hire of which is not in excess 
of the annual state, county and municipal taxes on said property shall be 
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exempt from taxation by the state, and the county and municipality in 
which the same may be situated; 

(16) All poultry; 

(17) The property of all incompetent veterans to the value of $3,000; 

(18) The following items of personal property when owned by individuals 
for personal use in the home or usually kept at the home of the owner and 
not carried as stocks of merchandise, namely: libraries; phonographs; 
pianos and other musical instruments; paintings; precious stones, jewelry, 
plate silverware, ornaments and articles of taste; watches and clocks; 
wagons, buggies, bicycles, guns, pistols, canes, golf sticks, golf bags and 
sporting goods; money hoarded; radios; mechanical and electrical 
refrigerators; electrical appliances; 

(19) All property owned by the Benevolent and Protective Order of Elks, 
Fraternal Order of Police, Fraternal Order of Eagles or Loyal Order of 
Moose, or lodge thereof; provided, that such property is used and 
occupied exclusively by such organization; 

(20) All devices, facilities or structures, and all identifiable components 
thereof or materials for use therein, acquired or constructed primarily for 
the control, reduction or elimination of air or water pollution; 

(21) Tobacco leaf stored in hogsheads; 

(22) All farm tractors, as that term is defined in subdivision (19) of Section 
32-1-1.1; and all farming implements, as that term is used in subdivision 
(b)(5) of Section 40-11-1, as amended, when used exclusively in 
connection with agricultural property as defined in subdivision (b)(3) of 
Section 40-8-1, as amended; 

(23) All stocks of goods, wares and merchandise described in subdivision 
(b)(4) of Section 40-11-1, as amended; and 

(24) All aircraft, replacement parts, components, systems, supplies and 
sundries affixed or used on said aircraft, and ground support equipment 
and vehicles used by or for the aircraft, when used by a certificated or 
licensed air carrier with a hub operation within this state, for use in 
conducting intrastate, interstate or foreign commerce for transporting 
people or property by air. For the purpose of this subdivision, the words 
"hub operation within this state" shall be construed to have all of the 
following criteria: 
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a. There originates from the location 15 or more flight departures and five 
or more different first-stop destinations five days per week for six or more 
months during the calendar year; and 

b. Passengers and/or property are regularly exchanged at the location 
between flights of the same or a different certificated or licensed air 
carrier. 

(25) All property described in Title 12 U.S.C. §1701(Q), commonly known 
as HUD 202 property, is hereby exempt from any and all ad valorem 
taxes. 

(26) All vessels and equipment thereon, used predominantly in the 
business of commercial shrimping by the owners thereof (Code of 
Alabama 1975, Section 40-9-1). 

 
In addition to these general exemptions, additional  laws of the State of Alabama 
contain many specific exemptions especially provided for certain situations.  Among 
these is the homestead exemption which will be addressed later in this Chapter. 

Steps in Determining the Property Tax in Alabama 

(1)  Property Identification 

 There are four steps in determining the property tax in Alabama.  (1) The first is 
property identification.  The basis for identification is the tax map found in the tax 
assessor’s office in the county courthouse.  This tax map is a map which is drawn to 
scale and delineated by lot lines, property lines, or both with sufficient identification for 
all parcels of land.  From these maps, all real property is identified based upon 
ownership, property size, and location.  Tax maps are to be properly maintained and 
kept current to reflect changes in ownership or changes in the size of the lot.  Currently, 
the use of computerized mapping and geographic information systems has greatly 
improved the process (Ward and Pippin, p. 30). 

(2)  Property Tax Appraisal 

 The second step is property tax appraisal.  The appraised value of property has 
been defined as what the property would sell for if placed on the open market and sold 
to a willing buyer.  Neither of these parties could be under any pressure, one to sell or 
the other to buy.  It is an “arms length transaction.”  The appraisal process is guided by 
stipulated approaches and mathematical formulas.  For residential type property, the 
market approach can be used to appraise worth based upon comparable sales analysis 
and is the least complex method.  For structures, the cost approach may be used which 
takes into account the cost to build or reproduce a structure today.  The income 
approach may be used for commercial property which takes into account the structure’s 
ability to produce revenues or income (Ward and Pippin, pp. 31-32).  
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Quadrennial Reappraisal or Evaluation 

 Updating the appraisal of property means both a time consuming and expensive 
process for the state and counties and probable increases in tax payments to state and 
local government functions.  A major outcome of the case of Weisenger v. Boswell  in 
1971, was the reassessment of property value on a statewide basis.  To accomplish 
this, the court ordered the Department of Revenue to perform the statewide 
reassessment .  The Department of Revenue ordered the counties to undergo several 
reappraisals and implemented an equalization program based upon annual sales ratio 
studies and appraisal performance standards.  In addition, the Department of Revenue 
ordered all counties to reappraise at least every five years.  This was later changed to 
every four years and a statewide schedule implemented.  The exception to this rule was 
Montgomery County who, in 1986, began to annually revalue property. 

(3)  Property Assessment 

 The third step in the process is property assessment.  The assessed value is 
that portion of the appraised value against which taxes will be applied.  Assessment 
ratios in Alabama have changed dramatically since statehood in 1819.  Generally, prior 
to the recent history of Alabama, property was taxed at 100% of its value.  The following 
Table 7-1 details the changes in assessment ratios since the Constitution of 1901 was 
approved: 

Table 7-1 
History of Assessment Ratios in Alabama 

Date Ratio
1901  100% of Value
1911  60% of Cash Value
1935  60% of Market Value
1967  0% to 30% of Market Value
1971   30%/25%/15%
1978  30%/20%/10%/15%
2001  Effective Rate:  15.43%  

Assessed value is determined by multiplying the assessment ratio by the appraised 
value.  Property in Alabama is assessed for the purpose of taxation in one of the four 
property classification classes established by Amendment 373, the “Lid Bill.”  These 
classes follow in Table 7-2 with the assessment ratio applied to the appraised valuation 
or fair market value of the property: 
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Table 7-2 
Assessment Ratios by Class of Property 

Class Description of Property Assessment 
Ratio 

I All property of utilities used in the business of such utilities.* 30 Percent 

II All property not otherwise classified. 20 Percent 
III All agricultural, forest and single-family owner-occupied residential 

property, and historic buildings and sites. 
10 Percent 

IV All private passenger automobiles and motor trucks of the type 
commonly known an "pickups" or "pickup trucks" owned and 
operated by an individual for personal or private use and not for 
hire, rent, or compensation. 

15 Percent 

Source:  Amendment 373, Section (a).  *Note that under statutory provisions, certain utilities are not 
assessed as Class I Property – Railroads and Airlines (Code of Alabama 1975, Section 40-8-1.  Effective 
Class I ratio for FY 2000 was 27.24%. 

 To determine property taxes on a home, the county tax assessor appraises the 
property at its fair market value.  Then the state-established assessment ratio is applied 
to the fair market value.  For example, without regard to any applicable homestead 
exemption, Class III property with a fair market value of $100,000 would be assessed at 
a 10 percent assessment ratio for an assessed value of $10,000.  One mill of property 
taxes (10 cents on each $100 of assessed value) would be determined by dividing 
$10,000 (assessed value) by $100 and multiplying the dividend (100) by 10 cents.  
Thus, a 1-mill tax on a $100,000 home would be $10.   

 The theory behind the creation of classes of property is to place a higher tax 
burden on income producing properties and those most able to pay it.  Conversely, a 
lower tax burden is placed on residences and to encourage single-family residential 
housing by imposing the least tax burden.  A renter is paying rent based upon a higher 
business assessment ratio. Another theory is that by assessing businesses and public 
utilities at higher ratios, the state is able to hide a tax burden in the cost of goods and 
services from these entities and thus make each a de facto tax collector for the state. 
Each classification of property also has a maximum or “lid” on the amount of tax liability 
that may be assigned to that class.  These absolute caps or limit on ad valorem taxation 
are described in Table 7-3.  Given the fact that several municipalities exceeded the cap 
when Amendment 373 was proposed, the property located in Mountain Brook, Vestavia 
Hills, and Huntsville were specifically exempt from this cap in Section (i) (Constitution of 
Alabama as amended by Amendment 373).  

 The lid as a percent means that no tax will be due which exceeds the percent 
value of the property.  For example, no public utility can ever pay more than 2.0% of the 
appraised value of the property as taxes.  If public utilities were assessed at 100% of 
their appraised value, and since a mill is 1/10 of a cent or 1/1000 of a dollar, 2.0% would 
be 20 mills (2.0% expressed as a fraction is 0.02; since a mill is 1/10 of this, 2.0% would 
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be 20 mills).  However, in Alabama public utilities are assessed at 30% and therefore 
the millage cap can be 3.33 times that of 100%.  In this case, the product of 3.33 times 
20 mills is 66.67 mills (Ward and Pippin, pp. 33-34).  A similar calculation can easily be 
made for each of the classes. 

Table 7-3 
Lids on Property Taxation by Classification 

Class Description Assessment 
Ratio 

Lid As A 
Percent 

Percent 
As Mills 

I Utility Property 30% 2.0% 66.67 
II Commercial Property 20% 1.5% 75.00 
III Residential & Agricultural Property 10% 1.0% 100.00 
IV Motor Vehicles 15% 1.25% 83.20 

(4)  Application of Tax Rate 

 The fourth step is application of the tax rate.  The state rate is 6.5 mills.  The 
local rate varies according to the levy which has been approved by the local voters.  
However, homestead exemption may apply to the state ad valorem tax and to a local 
tax.  These exemptions will be discussed in following sections.  The example in Table 
7-4 is shown for the 6.5 mill state ad valorem tax. 

Table 7-4 
Calculating the State 6.5 Mill Ad Valorem Tax 

6.5 Mill Statewide  

Ad Valorem Tax 

Class III 

Homes 

Class II 

Commercial 

Class I 

Utilities 

Class IV 

Automobiles 

Appraised Value of Property  $100,000   $400,000   $1,000,000   $20,000  

Assessment Ratio by Class 10.00% 20.00% 30.00% 15.00% 
Assessed Value $10,000.00  $80,000.00  $300,000.00  $3,000.00  
Homestead Exemption -$4,000.00 $0.00  $0.00  $0.00  
Net Assessed Valuation $6,000.00  $80,000.00  $300,000.00  $3,000.00  
Multiply by Millage Rate 0.0065  0.0065  0.0065  0.0065  
School Ad Valorem Tax Due $39.00  $520.00  $1,950.00  $19.50  

 A similar process is followed when calculating a local tax for schools. Table 7-5 
shows the calculations for 10.0 mills.  The difference in this case is that there probably 
will be no homestead exemption authorized for this type of tax.  There are exceptions to 
this that will be discussed in a following section.  As readily seen in this case, for state 
tax purposes the homeowner has removed from taxation 90% of the value of his/her 
property.  Then, if the homeowner is eligible for homestead exemption, the first $4,000 
of the value of the assessed property is removed from taxation.  Obviously then, a 
homeowner whose home is appraised at $40,000 owes no state ad valorem tax.  Since 
10% of $40,000 is $4,000, and since the first $4,000 of assessed value is exempt, the 
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base against which the state tax rate of 6.5 mills is applied is $0.00.  There is no tax 
due.  

Table 7-5 

Calculating a Local 10.0 Mill School District Tax 
10.0 Mill Local School Tax Class III 

Homes 

Class II 

Commercial 

Class I 

Utilities 

Class IV 

Automobiles 

Appraised Value of Property  $100,000   $400,000   $1,000,000   $20,000  
Assessment Ratio by Class 10.00% 20.00% 30.00% 15.00% 
Assessed Value $10,000.00  $80,000.00  $300,000.00  $3,000.00  
Homestead Exemption -$00.00 $0.00  $0.00  $0.00  
Net Assessed Valuation $10,000.00  $80,000.00  $300,000.00  $3,000.00  
Multiply by Millage Rate 0.010  0.010  0.010  0.010  
School Ad Valorem Tax Due $100.00  $800.00  $3,000.00  $30.00  

Exemptions from Taxation 

 In order to more fairly impose the ad valorem tax burden based upon several 
measures of ability to pay, the state has granted certain exemptions for ad valorem 
taxation.  Such exemptions are subtracted from the assessed valuation before applying 
the millage rate. 

Homestead Exemption, State 

  In calculating the tax due on the personal dwelling, not to exceed 160 acres, of 
an individual, a homestead exemption on state ad valorem taxes is allowed.  The 
following exemptions may apply: 

1. for a homeowner age 65 or under, no taxes are due on the first $4,000 in 
assessed value; 

2. for a homeowner over age 65, no taxes are due; 
3. for a homeowner, regardless of age, retired due to total and permanent 

disability, or who are blind, no taxes are due (Code of Alabama 
1975,Section 40-9-19).  

 Different standards exist for homestead exemptions from county and local taxes.  
These are discussed under local revenues.  The revenue lost to the state by virtue of 
the homestead exemptions granted above are replaced by an transfer from the first 
proceeds of the state income tax before it is deposited to the credit of the ETF in 
accordance with the provisions of Amendment 61 (Code of Alabama1975,  Section 40-
9-24,).  See Appendix 7-1 following this section for a complete listing of the types of 
homestead exemptions. 
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Abatements, State 

 Numerous additional exemptions exist from ad valorem taxation.  These include 
state, county, and municipal property, property devoted exclusively to religious, 
educational or charitable purposes, household and kitchen furniture, farm tractors, 
farming implements used in agriculture, and stocks of good wares, and merchandise   In 
order to encourage the development of new industry as well as the expansion of 
existing, provisions exist in law may be granted ad valorem tax abatements which is the 
reduction or elimination of a taxpayer’s liability for taxes.  The effect of abatements is to 
assume that the value of the property in question did not exist.  Therefore, no value 
means no taxation.  These include, but are not limited to, property and projects of 
Municipal Industrial Boards, Downtown Redevelopment Authorities, County Industrial 
Development Boards, County Industrial Development Authorities, and Municipal 
Medical Clinic Boards.  The granting of these abatements reduces the ad valorem tax 
revenue to the Public School Fund as well as to local governmental entities.   

Current Use Provisions 

 According to Ward and Sauser, one of the reasons Alabama trails dramatically in 
the use of ad valorem taxes for funding schools is the distrust people have for the 
administration of the tax.  While Alabama has had a truly murky history in the 
administration of the ad valorem tax, federal court review has been a significant factor in 
the improved process that is in effect today. 

 The result is a very competent blending of state and county employees engaged 
in listing, mapping, appraising, and collecting that puts the state in an enviable position 
of quality property tax administration.  The roadblocks that hinder even a more proficient 
administration and collection of property taxes include special interest legislation that 
established an ill-advised classification system, a lid bill that limits even reasonable 
increases in property taxes, current use legislation that sets arbitrary values for farm 
and forest property, and a continued distrust in the system (Ward and Sauser, p. 5.3). 

 An unusual feature of the ad valorem tax reform package produced by Governor 
Wallace in 1978 to bring Alabama into compliance with a federal court order, was the 
application of the current use provision.  In other states, current use is a greenbelt 
assessment method created to protect agricultural land on the urban fringe from a rate 
of taxation similar to that on developed land similarly situated.  Normal use of current 
use provisions values land on a greenbelt perimeter as that outside the urban perimeter.  
However, Alabama has developed a unique application.  “Rather than protecting 
suburban area farm land from tax values that might apply to developing land, current 
use in Alabama is applied statewide and becomes a special tax exemption benefiting 
the special interest groups which wrote and sought passage of the legislation in 1982.”  
Current use valuation can be obtained by all Class III landowners who file for the 
exemption by claiming that their land is used for agricultural purposes.  The loss in 
revenue, a large portion which would be for rural public schools, has been estimated to 
be as high as $40 million (Ward & Sauser, pp. 5.3-5.4).” 
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Motor Vehicle Ad Valorem Tax Converted from Arrears to Current Payment, 1999 

 The legislature in 1999 amended the statutes governing the collection of ad 
valorem taxes of motor vehicles to provide for synchronization with the collection of 
motor vehicle registration fees.  Effective January 1, 2000, ad valorem taxes on motor 
vehicles shall be assessed and collected forward on a current basis to coincide with the 
collection of motor vehicle license taxes and registration fees.  In converting from the 
current payment from arrears payment procedure, the act provided that for the period 
January 1, 2000 to December 31, 2000, the ad valorem taxes collected on motor 
vehicles would be forward collected but no taxes would be due in arrears for the 
preceding tax year.   

 The basis for the valuation for ad valorem tax assessment is the fair and 
reasonable value of the motor vehicle on October 1 as provided by the state 
Department of Revenue.  This valuation shall be used for calculating ad valorem taxes 
for the next succeeding year beginning January 1 and continuing through December 31.  
Ad valorem taxes shall become due and payable on the first day of the registration 
renewal month of the owner, the date the motor vehicle enters the State of Alabama, 
the date the motor vehicle is removed from the inventory of a dealer, or the date on 
which the motor vehicle is otherwise determined to be taxable, whatever comes first 
(Acts 1999, Regular Session, Act 99-363). 

Annual Reappraisal Ordered, 2003 

 Relying on the authority conferred to the Department of Revenue by the Court in 
Weissenger v. Boswell and by statute, the Revenue Commission issued an 
administrative ruling in 2003 and ordered that all counties would begin an 
implementation schedule to uniformly evaluate property on an annual basis.  An 
example of the implementing order to county officials follows: 
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STATE OF ALABAMA 
MONTGOMERY COUNTY 
 ORDER 
 

In order to bring assessments throughout the State into conformity with 
the requirements of Alabama law and the United States Constitution, I, as Commissioner 
of Revenue and administrator of the Ad Valorem Tax Laws of this State, in accordance 
with the authority granted to me in Section 40-2-11, et seq., Code of Alabama 1975, 
hereby order that the property in Autauga County, subject to ad valorem taxation, be 
appraised at its current fair and reasonable market value and that the property values 
shall be adjusted annually to reflect market value. 

The county taxing official of Autauga County shall appraise all property 
located in the county according to its fair and reasonable market value as of October 1, 
2003 and he shall implement annual equalization every year thereafter with the 
appraisals being completed no later than June each year. The appraised value shall 
become the basis of the assessment of property in this State for purposes of ad valorem 
taxation.  The value shall be assessed for the 2003-2004 tax year and the taxes shall be 
collected based on said assessments beginning October 1, 2004 and each year 
thereafter.  The appraisal program in the county shall be managed by the county 
assessing official under the guidance and supervision of the Department of Revenue.  
The county taxing official must use the Alabama Appraisal Manual reflecting cost as of 
October 1, 2000 or such manual as the Department of Revenue may direct in subsequent 
years.  Manufactured Homes must also be valued using this manual.  The Commissioner 
of Revenue shall issue any additional orders necessary to carry out the program.  The 
taxing official of Autauga County is ordered to conduct a field review of real 
property consisting of at least 25% of the parcels of land in the county, per year.  

The county assessing officials shall begin the appraisal program in 
Autauga County immediately upon completion of current reappraisal.  This order shall be 
delivered to the Secretary of the Board of Equalization. 

DONE this 28th day of March, 2003. 
 
 
________________________________ 
Dwight Carlisle 
Commissioner of Revenue 

 

 In addition, a schedule of implementation of the annual reappraisal process was 
disseminated, with four years being allowed to bring every county into full compliance. 
This schedule follows in Table 7-6: 

 

 

 

 

 

    
  171        
     



Alabama Public School Finance Reference 
Revenues - State Ad Valorem Taxes 
 
 

Table 7-6 
Implementation Schedule for Annual Reappraisal 

2004 
Implementation

2005 
Implementation

2006 
Implementation

2007 
Implementation

2008 
Implementation

Autauga Barbour Blount Bibb Choctaw
Baldwin Calhoun Bullock Cherokee Clay
Cullman Chambers Butler Chilton Cleburne
Elmore Clarke Coffee Crenshaw Conecuh
Houston Geneva Colbert Dale Montgomery
Jefferson Jackson Coosa Dallas Randolph

Lee Lawrence Covington Fayette Tallapoosa
Mobile Limestone Dekalb Lamar Washington
Morgan Macon Escambia Lauderdale
Shelby Madison Etowah Perry

Marion Franklin Pickens
Marshall Greene Pike
Monroe Hale Walker
Russell Henry Winston
St. Clair Lowndes

Talladega Marengo
Tuscaloosa Sumter

Wilcox  
 

 

Appendices Which Follow 

STATE AD VALOREM TAXATION IN ALABAMA 

Appendix 7-1  Mandatory and Optional State and Local Homestead 
Exemptions 
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Appendix 7-1 
Mandatory and Optional State and Local Homestead Exemptions 

 
Mandatory and Optional  

State and Local Homestead Exemptions* 
A homestead exemption is defined as a single-family owner-occupied dwelling and the land thereto, not 
exceeding 160 acres.  Mandatory homestead exemptions are those which statutes require to be given to 
those applying and meeting qualifications.  Optional exemptions are those which may be granted by 
appropriate local governing authority to those applying and meeting qualifications. 
 

Mandatory State Homestead Exemptions* 
ELIGIBILITY ASSESSED VALUE 

LIMITATION 
TAXES 

INCLUDED 
INCOME 

LIMITATION 
Not over 65 Not more than 

$4,000 
All Including 

School 
None 

Over 65 No Maximum 
Amount 

All Including 
School 

None 

Permanent & Total 
Disability Regardless of Age 

No Maximum 
Amount 

All Including 
School 

None 

Blind Regardless of Age No Maximum 
Amount 

All Including 
School 

None 

Source:  Code of Alabama 1975, Section 40-9-19. 
 

Mandatory County Homestead Exemptions* 
ELIGIBILITY ASSESSED VALUE 

LIMITATION 
TAXES 

 INCLUDED 
INCOME 

LIMITATION 
Not over 65 Not more than 

$2,000 
All but School None 

Over 65 Not more than 
$2,000 

All but School AGI $12,000 
or More 

Over 65 Not more than 
$5,000 

All Including 
School 

AGI of less 
Than 

$12,000 
Permanent & Total 
Disability Regardless of Age 

Not more than 
$5,000 

All Including 
School 

None 

Blind Regardless of Age Not more than 
$5,000 

All Including 
School 

None 

Source:  Code of Alabama 1975, Section 40-9-19. 
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Appendix 7-1(continued) 
Mandatory and Optional State and Local Homestead Exemptions 

 
Mandatory State, County & City 

Home of Veteran Homestead Exemption* 
ELIGIBILITY ASSESSED VALUE 

LIMITATION 
TAXES 

INCLUDED 
INCOME 

LIMITATION 
Home of Veteran Acquired 
Pursuant to Provisions of 
Public law 702 

No Maximum 
Amount 

All Including 
School 

None 

Source:  Code of Alabama 1975, Section 40-9-20. 
 

Mandatory State, County & City  
Principal Residence Homestead Exemption* 

ELIGIBILITY ASSESSED VALUE 
LIMITATION 

TAXES 
 INCLUDED 

INCOME 
LIMITATION 

Over 65 or Totally Disabled None All Including 
School 

Not More 
Than $7,500 

Source:  Code of Alabama 1975, Section 40-9-21. 
 
 

Optional Local Homestead Exemption* 
Authorized by Local Governing Body 

ELIGIBILITY ASSESSED VALUE 
LIMITATION 

TAXES 
 INCLUDED 

INCOME 
LIMITATION 

Not over 65 Not more than 
$4,000 

All but School None 

Over 65 Not more than 
$4,000 

All but School AGI $12,000 
Or More 

Source:  Code of Alabama 1975, Section 40-9-19. 
 
 

Optional Local Homestead Exemption* by 
Board of Education and Local Governing Body 

ELIGIBILITY ASSESSED VALUE 
LIMITATION 

TAXES 
 INCLUDED 

INCOME 
LIMITATION 

Not over 65 Not more than 
$4,000 

All Including 
School 

None 

Over 65 Not more than 
$4,000 

All Including 
School 

AGI $12,000 
or More 

Source:  Code of Alabama 1975, Section 40-9-19. 
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Appendix 7-1(continued) 
Mandatory and Optional State and Local Homestead Exemptions 

 
 

Optional Local Homestead Exemption* by  
Board of Education and Local Municipal Governing Body 
ELIGIBILITY ASSESSED VALUE 

LIMITATION 
TAXES 

 INCLUDED 
INCOME 

LIMITATION 
Over 65 or  Permanent & 
Total Disability Regardless 
of Age or Blind Regardless 
of Age  

No Maximum 
Amount 

All Including 
School increased 

pursuant to 
Amendment 373(f) 

(Lid Bill) 

None 

Source:  Code of Alabama 1975, Section 40-9-19.1. 
 
 

    
  175        
     



Alabama Public School Finance Reference 
Revenues - Local Ad Valorem Taxes 
 
 

8.  LOCAL AD VALOREM TAXES FOR PUBLIC SCHOOLS 

Introduction 

 Ad valorem taxes, commonly referred to as property taxes, are taxes levied 
based on the value of property.  The levy and collection of all property taxes in Alabama 
is governed by the state constitution and statutes.  The Constitution of Alabama of 
1901, as amended, places a limit on the levy and collection of property taxes.  Every 
property tax must be authorized specifically by the state constitution. Absent specific 
constitutional authority, the Legislature cannot authorize a property tax levy nor can it be 
voted upon by local voters. 

 Property taxes are measured in millage.  One mill is equal to one-tenth of a cent 
(1/10 of 1 cent) and, in connection with ad valorem taxes, a mill is often expressed in 
terms of 10 cents on each $100 of assessed value.  Property taxes are based on a 
percentage of the property’s fair market value that is known as its assessed value.  The 
state constitution sets four different assessment ratios.  A discussion of assessment 
ratios was contained in the preceding section.  

Constitutional Authorization for Local Ad Valorem Taxes 
Having General State-Wide Application 

 Through various constitutional amendments, Alabama has authorized all local 
school systems in the state to levy up to 15.0 mills in property taxes for educational 
purposes in a combination of countywide and school tax district ad valorem taxes.  Any 
school system can use all or a portion of this authority to develop a referendum for 
additional financial support for its schools.  Some school systems have received 
constitutional authorization for additional school property taxes beyond the 15.0 mills.  
These will be discussed and an appendix following this section will reprint them.  The 
authorized 15.0 mills are composed of the five specific taxes as described in the 
following. 

1-Mill County Tax, Section 269, Constitution of 1901 

 Under Article XIV, Section 269, as amended by Amendment 111 of the state 
constitution, counties may call an election to authorize the levy of a special ad valorem 
tax of not more than 1.0 mill to support education.  The rate, duration and purpose of 
the tax must be approved by three-fifths of voters participating in the election.  If there is 
more than one school system in the county, the tax is divided among the school 
systems based on each school system’s proportionate share of the total Foundation 
Program allocation to the school systems of the county.  Language detailing the 
implementation procedure is found in Code of Alabama, 1975, Section 16-13-160. 
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3-Mill County Tax, Amendment 3, Section 1 

Authorized by Amendment 3 of the state constitution, this tax must be approved 
by a majority of qualified voters in a countywide election.  The tax proposal must include 
the rate, duration and purpose of the tax.  If there is more than one school system in the 
county, the tax is divided among the school systems based on each school system’s 
proportionate share of the total Foundation Program allocation to the school systems of 
the county. Language detailing the implementation procedure is found in Code of 
Alabama, 1975, Section 16-13-180. 

3-Mill School District Tax, Amendment 3, Section 2 

 Amendment 3 also authorizes the levy of up to 3 mills in a school district tax.  
Previously, this tax could not be levied unless the 3-mill county tax (see above) is 
levied.  However, Amendment 669 of 2000 removed this qualification: 

 The provision contained in Section 2 of Amendment No. 3 to this 
constitution relating to school district taxes and providing that no district 
school tax shall be voted upon or collected except in those counties that 
are levying and collecting not less that a three-mill special county school 
tax is hereby repealed.  Notwithstanding any other provision of this 
constitution or any law to the contrary, the levy of a countywide tax shall 
not be required as a condition precedent for the levy and collection of any 
school district tax in any school district in the state (Constitution of 1901, 
Amendment 669). 

In the event there is a separate municipal school system, this school system 
constitutes a separate school tax district, and the balance of the county, excluding the 
municipal system(s), comprises one or more school tax districts.  School district taxes 
must be approved by a majority of voters in the district.  The tax proposal must include 
the rate, duration and purpose of the tax.  Funds arising from the levy of this district tax 
(as is the case with all other district taxes) are required by state law to be used for the 
exclusive benefit of the public schools of the district in which the tax is levied. Language 
detailing the implementation procedure is found in Code of Alabama, 1975, Section 16-
13-180. 

5-Mill Special County Tax, Amendment 202 

 Amendment 202 authorizes county governing bodies to levy a special county tax 
not to exceed 5.0 mills for educational purposes.  The rate, duration and purpose of the 
tax must be approved by a majority of those voting in an election. Because of conflicting 
language in the Amendment, it is recommended that both a petition of 200 electors and 
a request by the local board of education be made to the country commission for the 
election.  If there is more than one school system in the county, the tax is divided 
among the school systems based on each school system’s proportionate share of the 
total Foundation Program allocation to the school systems of the county.  
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3-Mill Special School District Tax, Amendment 382 

 In addition to all other taxes authorized, Amendment 382 authorizes the levy of a 
special school district tax not to exceed 3.0 mills, provided that the rate, duration and 
purpose of the tax are approved by a majority of voters in an election.  Because there is 
no implementation language in the Amendment, it is recommended that the procedures 
for implementing Amendment No. 3 above should be followed. 

Authorizations for Constitutional Millages for Schools: 
Holding a Referendum on Constitutionally Authorized Taxes 

 Currently, 71 school systems have fewer than 15.0 mills in authorized local ad 
valorem school taxes.  Since constitutional authority already exists for this millage, 
school boards do not need new or additional constitutional or legislative authority to levy 
these taxes, although the levy of each such tax first must be approved in a local 
election. 

 Depending on the type of tax being sought, either a petition from 200 qualified 
voters or a school board resolution will require the county commission to call the 
election (see chart on page 5).  The petition (see appendices A and B) or resolution 
(see Appendix C) must specify when the elections should be called.  If these 
requirements are fulfilled, the county commission is required to call the election (see 
Appendix D or E).  Like the election procedures for other school property tax elections 
outlined later public notice of the election is required.  The notice requirement is not 
mentioned specifically in the Alabama Constitution for the 1-mill county tax, but Section 
16-13-161 of the Code of Alabama 1975 requires that notice of the rate, duration and 
purpose of the proposed tax be given in a newspaper in the county.  Under Section 16-
13-183, a 30-day notice is required for elections on countywide and district school 
taxes.  The sample notice in Appendix F can be used as a guide to satisfy this 
requirement.  

How to Call for an Election 

 The county commission is required to call an election on any of the property 
taxes for public school purposes currently authorized by the state constitution, provided 
the school system presents either a petition signed by not less than 200 qualified voters 
or a school board resolution (depending on the applicable statutory requirement).  The 
expenses of the election, under Section 16-13-185 of the Code of Alabama 1975, are to 
be paid out of the county treasury.  

How to Call for an Election 

 The county commission is required to call an election on any of the property 
taxes for public school purposes currently authorized by the state constitution, provided 
the school system presents either a petition signed by not less than 200 qualified voters 
or a school board resolution (depending on the applicable statutory requirement).  The 
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expenses of the election, under Section 16-13-185 of the Code of Alabama 1975, are to 
be paid out of the county treasury.  

 The following Table 8-1 shows which procedure is required to initiate elections 
for each of the presently authorized taxes.  The same procedures apply to elections 
held for the purpose of renewing these taxes. 

Table 8-1 
Implementation Procedures for Local School Ad Valorem Tax Referendum 
Type of Ad Valorem Tax Implementation Procedure 

1-mill County Tax Petition of 200 qualified voters to county 
commission; 3/5’s approval is required. 

3-mill County Tax Petition of 200 qualified voters to county 
commission; simple majority vote constitutes 
approval. 

3-mill School District Tax School board resolution to county commission; 
simple majority vote constitutes approval. 

5-mill Special County Tax School board resolution and a petition of 200 
qualified voters to county commission is 
recommended; simple majority vote constitutes 
approval. 

3-mill Special School 
District Tax 

School board resolution to county commission; 
simple majority vote constitutes approval. 

 

Local Officials Implementing the Ad Valorem Tax 

County Tax Assessor.  The process of assessment is the job of the Tax Assessor or 
other such official in each county of the state: 

 There shall be elected at the general election in November a tax 
assessor for each county in the state, who shall perform such duties as 
are prescribed by law and whose term of office shall be six years from 
October 1 next after his election and until his success is elected and 
qualified (Code of Alabama 1975, Section 36-3-5). 

 The tax assessor or other assessing official in each of the several 
counties shall have the right and authority to assess all real estate, 
together with improvements thereon, and all personal property to the party 
last assessing the same, or to the owner of record, except such real estate 
and personal property which is not or may hereafter be assessed by the 
Department of Revenue (Code of Alabama 1975, Section 40-7-1). 

 The tax assessor is an elected, or appointed, individual who assumes the major 
responsibility for assuring fair application of ad valorem tax laws in all counties of the 

    
  179        
     



Alabama Public School Finance Reference 
Revenues - Local Ad Valorem Taxes 
 
 
state.  The tax assessor’s office must be located in the courthouse. Tax Assessors are 
required by law to appraise all property in the counties at its fair and reasonable market 
value and thus provide to the tax collector a reasonable estimate of this fair and 
reasonable market value (Ward and Pippin, p. 24). 

County Tax Collector.  The tax collector’s position was created to serve parallel to that 
of tax assessor: 

 There shall be elected at the general election in November a tax 
collector for each county in the state, who shall perform such duties as are 
prescribed by law and whose term of office shall be six years from 
October 1 next after his election and until his success is elected and 
qualified (Code of Alabama 1975, Section 36-3-5). 

 The tax collector’s office must also be located in the county courthouse.  
Beginning October 15 and twice each month thereafter, the tax collector must file a 
report with the county and school custodian of funds, the probate judge, and the state 
comptroller of all money collected. After January 1, the tax collector notifies all property 
who have not yet paid their taxes of their delinquency and late fees are added to the 
tax.  Failure to pay ad valorem taxes will result in the property being sold by the county 
to collect unpaid taxes.  The tax collector of each county in which a municipality is 
located is also authorized to collect the ad valorem taxes for that municipality (Ward and 
Pippin, p. 25). 

Revenue Commissioner.  In 33 of Alabama’s 67 counties, the positions of tax 
assessor and tax collector have been combined into one position, the Office of Revenue 
Commissioner.  This is accomplished under the provisions of Amendment 411 approved 
in 1982.  Under the provisions of this amendment, the Legislature may by a local act 
combine the positions of tax assessor, tax collector, and license commissioner into a 
single position.  This is contingent upon the approval of a majority of the voters in the 
county affected.  In three counties the Office of Revenue Commissioner includes the 
former office of license commissioner.  The purpose for this change is to conserve 
county revenues and to promote public convenience.  The position of license 
commissioner is not mandatory in each county and legislative act has created the 
position where it does exist.  This office is responsible for the assessment and collection 
of ad valorem taxes on automobiles.  In counties where this office does not exist, this 
function is implemented by the tax assessor and tax collector (Ward and Pippin, pp. 25-
26).   

County Board of Equalization.  The principal duty of the County Board of Equalization 
is to review assessed property values for those taxpayers who are dissatisfied with the 
appraisal. 

 There shall be in each county in the State of Alabama a county 
board of equalization, to consist of three members, each of whom shall 
have been a resident of the county in which he is to serve for at least five 
years  (Code of Alabama 1975, Section 40-3-1).   
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 A dissatisfied taxpayer may file a letter of protest.  Should the dispute not be 
resolved by a tax agent of the State Department of Revenue, a hearing will be held by 
the County Board of Equalization to fix the value.  The Board serves to validate the 
general valuation and assessment work done by the tax assessor and to settle the 
disputes which may arise.  The assessed value of the property approved by the Board 
may be appealed by the taxpayer to the circuit court of the county (Ward and Pippin, p. 
26). 

Payment of Ad Valorem Taxes 

 Ad valorem taxes are due and payable on October 1 of each year.  They become 
delinquent if not paid by January 1 succeeding, with certain exceptions such as when 
parties have moved or parties going out of business (Code of Alabama 1975, Section 
40-11-4).  The assessment of property for tax purposes is based upon the value of the 
property as of the previous October 1.  Therefore the taxes that become due and 
payable are based upon the value of the property for the 12 month period just ended 
and taxes as thus paid one year in arrears.   

Motor Vehicle Ad Valorem Tax Converted from Arrears to Current Payment, 1999 

 The legislature in 1999 amended the statutes governing the collection of ad 
valorem taxes of motor vehicles to provide for synchronization with the collection of 
motor vehicle registration fees.  Effective January 1, 2000, ad valorem taxes on motor 
vehicles shall be assessed and collected forward on a current basis to coincide with the 
collection of motor vehicle license taxes and registration fees.  In converting from the 
current payment from arrears payment procedure, the act provided that for the period 
January 1, 2000 to December 31, 2000, the ad valorem taxes collected on motor 
vehicles would be forward collected but no taxes would be due in arrears for the 
preceding tax year.   

 The basis for the valuation for ad valorem tax assessment is the fair and 
reasonable value of the motor vehicle on October 1 as provided by the state 
Department of Revenue.  This valuation shall be used for calculating ad valorem taxes 
for the next succeeding year beginning January 1 and continuing through December 31.  
Ad valorem taxes shall become due and payable on the first day of the registration 
renewal month of the owner, the date the motor vehicle enters the State of Alabama, 
the date the motor vehicle is removed from the inventory of a dealer, of the date on 
which the motor vehicle is otherwise determined to be taxable, whatever comes first 
(Acts 1999, Regular Session, Act 99-363). 

Local Taxes Levied For Public School Purposes 

Taxes Levied as School Taxes 

 The authority to tax at the local level is an authority, which may be delegated by 
the State, but it is also an authority, which can be rescinded.  The power to tax 
ultimately resides with the State.  Local schools have historically been financed at the 
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local level through the ad valorem tax.  This has been the pattern in Alabama as well, 
but with very restricted access to the ad valorem tax. 

Authorization for the Ad Valorem Tax 

 Authorization for a local ad valorem tax for education purposes began with the 
Public Education Act of 1854, which provided for a one-mill countywide tax.  This tax 
was continued in the Constitution of 1901.  Over the years, efforts to improve local 
education funding led to additional constitutional authority for holding a referendum to 
levy additional local ad valorem taxes.  No local ad valorem taxes for school purposes 
can be levied without a local referendum.  The ballot for voting for such a tax must 
include the rate of tax, the time, which it is to continue (the time cannot be longer than 
30 years), and the purpose of the tax.  The requirement for a local board of education to 
participate in the Equalization Program of 1927 was that the millages authorized the 
Section 269 (1.0 mill county) and Amendment 3 (3.0 mill county and 3.0 mill district) is 
levied, for a total levy of 7.0 mills.  This requirement was continued for participating in 
the 1935 Foundation Program (Harvey, 1989, pp. 449-490). 

 The great variation in the use of the local ad valorem tax today is demonstrated 
in an appendix to this section, Mills of Ad Valorem Tax Budgeted for FY 1996-97.  The 
requirement for the levy of any local ad valorem tax was rescinded by the Legislature in 
1980 and replaced with the requirement of 10.0 equivalent mills of ad valorem taxation 
from tax-based resources.  Without fanfare, the state made a major tax policy revision 
with little awareness.  While the change was supposed to increase local effort from 7.0 
mills to 10.0 mills of ad valorem tax, resistance from citizens which did not wish to 
approve an additional levy of ad valorem tax led to the watering down of the legislation 
to accept the equivalent of 10.0 mills.   

 The result has been that while every school system was levying at least 7.0 mills 
by 1916, today one system is levying only 3.0 mills.  In 1916 the assessment ratio was 
officially set at 60%; today for homes, farms and timber it is 10%.  In 1916 homestead 
exemption did not exist (Harvey, 1989, p. 464).  Taxpayers bore a higher tax burden 
from ad valorem tax then than they do today.  In addition, while few systems had 
constitutional authorization to exceed 7.0 mills on 1916, today the upper limit for one 
system is 52.9 mills.  In addition, should the voters of a local school system refuse to 
renew all millages, this would be legal as equivalencies only are required.  However, 
this poses the question as to how one would measure equivalencies if no school district 
tax were levied and collected? 

 The following constitutional provisions for levying a local ad valorem tax have 
statewide application have been described in the Table 8-1 above.  In addition to these 
authorizations with statewide application, numerous constitutional amendments have 
been approved which are local application only and refer to one county or local school 
system.  These special constitutional amendments are found in an appendix following 
this section.  Amendment 373, the “Lid Bill,” also provides a method for increasing the 
rate of an ad valorem tax that is already levied.  Additional information can be found in 
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Legal Requirements for Raising and Renewing Property Taxes for Public Schools 
published by the Alabama Association of School Boards. 

Ten Mills of School District Tax or Its Tax-Based Equivalent 

 With the repeal of the state policy that required local ad valorem tax to support 
public schools and to be cost factors in the funding of the 1935 Foundation Program, a 
new era of laissez faire was introduced into local funding.  The 1980 Excellence in Local 
Funding Act of 1980 completed the move away from mandatory reliance on the ad 
valorem tax.  In 1969, the Legislature had authorized through general legislation the 
levy and collection of the franchise, excise, and privilege license taxes for local school 
funding purposes.  These could be levied by resolution of the county commission or the 
city council.  Now local school systems could find their tax dollars from whatever source 
that was permitted and was politically appealing.  

 To measure the requirement that all local boards of education be received from 
tax sources the equivalent of 10.0 mills of school district tax, a calculation began with 
the 1980-81 school year to determine compliance.  The yield of a school district tax in 
dollars was divided by the number of mills to determine the dollar yield per mill.  Then 
this was multiplied by 10.0 to determine how much tax-based revenue must be available 
to the local board.  Appendix 8-5 which follows, Equivalent Mills Provided by FY 
2002-2003, shows these calculations.  As long as the local revenue is tax-based and is 
not restricted in spending for capital outlay purposes, it counts toward compliance in 
meeting the 10.0 mill requirement.  This unrestricted revenue must be available to be 
expended in accordance with the 1995 Minimum Foundation Program. 

 Equivalent Mills   Unrestricted Local Tax-Based Revenues 
 For Purpose of   =  -------------------------------------------------------- 
 Meeting Chargeback    Yield of 1.0 Mills of School District Tax 
 
However, another case must be considered when the calculation is to determine total 
local tax effort.  In this situation, the interest is in determining the total tax effort which is 
being undertaken for a local governmental unit for the operation of its public schools.  
Obviously, levying local taxes for capital outlay purpose, to renovate existing buildings 
or to construct new buildings, is a worthwhile and meritorious purpose.  In this case to 
determine local tax effort, all local tax-based revenues should be considered: 
 

Equivalent Mills        Total Local Tax-Based Revenues 
 Equal to Total   =  ----------------------------------------------------- 
 Local Tax Effort   Yield of 1.0 Mills of School District Tax 
 

 Referring to Appendix 8-5, in the case of Autauga County, which reported 
$1,009,983.29 of revenues from its 3.0 mill district ad valorem tax, the yield per mill is 
$1,009,983.29 divided by 3.0 mills or $336,661.10 per mill.  Multiplying by 10.0 means 
that Autauga County must report $3,366,661 of tax-based revenue to be expended for 
purposes of the 1995 Foundation Program.  Since Autauga County School System 
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reports local tax-based revenues of $4,611,207.64, they are obviously in compliance 
with the minimum requirement.  To calculate the number of equivalent mills, the 
numbers are inserted in the formula above. 

    $4,611,207.64 
  Equivalent Mills =  ------------------------ 

$336,207.64 / mill 
   or 
 

  Equivalent Mills = 13.70 

 Appendix 8-5 also demonstrates the great range of equivalent mills reported, 
from a low of 10.28 to 75.19 for FY 2002-2003.  Generally, the larger equivalent 
millages are found in small city school systems with low property wealth (the 
denominator) and sales tax collected from a wide geographic area (the numerator).  The 
greater the economic activity that can be concentrated in a center of commerce, the 
greater the apparent tax effort of that local school system.  Obviously, this is not a 
measure of tax effort, but rather a measure of tax burden exported to citizens living 
outside the school system.  Equivalent mills are not a satisfactory measure of tax effort! 

 Another example of this unfairness is as follows.  Most local school systems have 
a combination of countywide and district wide taxes.  The measure of the chargeback is 
the yield of the school district tax.  This tax was chosen because its yield per mill is 
greater than a countywide tax.  This is due to the fact that exemptions may apply to a 
countywide tax and the cost of collection of the ad valorem tax may be assigned to the 
countywide tax for schools.  Thus, the yield of a mill of countywide tax is less than a mill 
of school district tax.  Any school system that receives a countywide tax will have 
charged back against that system an amount of revenues per mill that exceeds the 
actual receipts per mill.  The chargeback exceeds the revenues. 

 In the situation where a local school system has less than 10.0 mills of ad 
valorem tax this effect may be exacerbated.  For example, if a county has 7.5 mills of ad 
valorem tax and the balance of its equivalent mills (2.5 mills which are required) derived 
from other sources such as the sale tax, the growth in revenue of the two sources is 
likely to be uneven.  If the assessed value of the property in the system is growing 
rapidly on an annual basis with new construction, or if the reappraisal results in growth 
in property values, the chargeback increases.  The revenues for the 7.5 mills would 
show growth at the same proportionate rate with the exception of the exemptions or 
costs described above being applied to the countywide tax.  If the other revenue source 
for the balance or 2.5 equivalent mills doesn’t grow as rapidly as the ad valorem-based 
part, then the local school system is being charged back for funds it doesn’t even 
receive.  In essence, even though the local ad valorem tax revenue grows, the 
chargeback will increase faster than the local growth and the local school system 
actually loses money in the process.  Also, since the non ad valorem tax base is not 
growing as rapidly as the ad valorem tax base, the calculated number of equivalent mills 

    
  184        
     



Alabama Public School Finance Reference 
Revenues - Local Ad Valorem Taxes 
 
 
provides decreases and it appears as if the school system has reduced its tax effort 
when in reality it has remained unchanged. 

 This is demonstrated in Table 8-2, which follows.  Note that the tax rate or tax 
burden on local taxpayers remains the same for both FY 1997-98 and FY 1998-99.  
However, in FY 1998-99 the example county is reappraised and the values are 
increased by 25%. Therefore, the tax receipts from the ad valorem tax also increase by 
25%.  However, the receipts from sales tax only grow at an annual rate of 4%.  The 
result is that while the local school system demonstrated 10.87 equivalent mills in FY 
1997-98, this value declines to 10.25 in FY 1998-99.  Tax effort has declined.  The 
chargeback value has increased.  The school system has fewer local dollars left even 
though the tax receipts have increased. 

Table 8-2 
Calculation of Equivalent Mills for a Local School System 

Source of Tax Tax Value 1.0 Mill Equivalent  
Local Tax Rate Receipts District Tax Mills 

FY 1997-98     
Countywide Tax 4.00 $400,000.00    3.68 

School District Tax 3.50 $380,000.00 $108,571.43 3.50 
Sales Tax 1.00% $400,000.00  3.68 

Total  $1,180,000.00  10.87 
Chargeback  -$1,085,714.29  (10.00) 
Balance  $94,285.71  0.87 
FY 1998-99     
Countywide Tax 4.00 $500,000.00    3.68 
School District Tax 3.50 $475,000.00 $135,714.29 3.50 
Sales Tax 1.00% $416,000.00  3.07 
Total  $1,391,000.00  10.25 
Chargeback  -$1,357,142.86  (10.00) 
Balance  $33,857.14  0.25 

 

 Another possible example of this phenomenon is that a major industry closes it 
doors in a relatively small community.  The property tax yield decreases because the 
machinery (tangible personal property) has been removed and the physical plant is 
vacant.  Since the chargeback follows two years in arrears in application, it will be two 
years before the chargeback reflects the decrease in the yield per mill of school district 
ad valorem tax.  The converse of this situation can also occur.  If the ad valorem value 
stays flat or decreases while the sales tax revenue increases, the number of equivalent 
mills or effort will increase, the chargeback will decrease, and the local school system 
will have more local resources than before. 
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Apportionment of Countywide Taxes 

 Another circumstance should be reviewed when computing equivalent mills.  The 
original 1935 Foundation Program addressed the wealth of counties as a whole in 
determining the Chargeback.  All of the funds for all school systems in a county were 
allocated directly to the county board of education which became the fiscal agency for 
all school systems of the county.  Therefore, since the county board received the total 
funds and since the Chargeback applied was for the county total also, it made logical 
sense for the county to apportion the countywide millages in the same way as the 
current expense of the 1935 Foundation Program was apportioned to the local boards 
of the county.  In other words, the state equalized between counties and counties 
equalized among the respective local boards of education. 

 The 1995 Foundation Program assigned a Chargeback to each local board of 
education based upon the yield of ten mills of school district tax.  Thus the state 
equalization effort addressed each respective local board of education.   However, the 
law governing the distribution of the countywide tax was not similarly adjusted.  It was 
only modified to reflect the cost factors of the new 1995 Foundation Program.  
Countywide ad valorem taxes are distributed among the local boards of a county in 
proportion to their percentage share of the total countywide 1995 Foundation Program 
calculations.  The result is that counties with multiple local school systems experience 
equalization twice.  Some local boards are winners and some are losers.  Therefore, a 
local board of education whose citizens pay 10.0 mills of property tax might show only 
9.0 equivalencies from it because of the countywide distribution or they might show 11.0 
equivalencies from it if they are a winner.  This results in an equity question for 
taxpayers. 

 The following statutory provision governs the distribution of the countywide 
ad valorem taxes levied for schools: 

 
Record of receipts and disbursements; apportionment of county-
wide taxes for Foundation Program. 
 
(a) The tax collector/revenue commissioner of each county must keep a 
record of all receipts and disbursements of school funds of his/her county 
to the local boards of education of the county. 
 
(b) The tax collector/revenue commissioner of each county shall apportion 
county-wide taxes collected for the purposes of participating in the 
Foundation Program to each local board of education in the county on the 
basis of the total calculated costs of the Foundation Program for those 
local boards of education within the county. The total calculated costs of 
the Foundation Program for each local board of education shall be the 
sum of state funds received from the Foundation Program and the amount 
of local effort required pursuant to paragraph a. of subdivision (3) of 
subsection (b) of Section 16-13-231. 
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(c) The apportionment of county-wide taxes collected for the purposes of 
participating in the Foundation Program as determined in Section 16-13-
31(b) shall be used unless the local boards of education in a county sign a 
mutual agreement and secure the approval of the State Superintendent of 
Education to use some other plan involving desirable special adjustments 
(Code of Alabama 1975, Section 16-13-31). 

 This statute does provide for an exception in the allocation plan for countywide 
ad valorem taxes, requiring an agreement of all local boards of education in a county 
and the approval of the State Superintendent of Education. 

Homestead Exemption, Local 

 Ad valorem taxes for public schools also may be reduced by countywide tax and 
school district tax homestead exemptions.  The specific conditions follow for property 
not to exceed 160 acres in area: 

1. For a homeowner age 65 or under, no county taxes are due on the first 
$2,000 in assessed value.  The exceptions to this are countywide and 
school district ad valorem taxes for which this exemption is not 
generally permitted (see below).  

2. At the discretion of the local taxing authority (county, municipal, or 
other), for a homeowner age 65 or under, an exemption up to the first 
$4,000 of assessed value may be granted by resolution or ordinance 
from any ad valorem taxes levied by the taxing authority.  However, 
such an exemption from countywide or school district taxes must also 
be approved by the governing body(s) and boards of the local school 
systems  who are affected by the exemption.  and 

3. For a homeowner over age 65 with an adjusted gross income of less 
than $12,000 as reflected on the most recent state income tax, or who 
are retired due to permanent disability regardless of age, or who is 
blind whether retired or not, no county taxes including such taxes 
levied for school districts are due on the first $5,000 in assessed value 
(Code of Alabama 1975, Section 40-9-19). 

 In summary, for non-school taxes, an exemption of $2,000 is granted from all ad 
valorem taxation, except for countywide and school district taxes for school purposes.  
At the discretion of the local taxing authority, an additional exemption of $2,000 may be 
granted for all ad valorem taxation, except for countywide and school district taxes for 
school purposes.  It is only with the approval of the governing bodies and local boards 
of education of school systems affected that an exemption of up to $4,000 may be 
granted on countywide and school district taxes (Acts of Alabama 1986, Act 86-
530)(Opinion of State Attorney General, August 13, 1987).  It is noteworthy that prior to 
1986, countywide school taxes were granted homestead exemption automatically in the 
amount of $2,000 (Acts of Alabama 1982, Act 82-789,)(Opinion of State Attorney 
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General, September 1, 1982).  It is quite possible that exemptions for countywide school 
taxes were in place prior to the effective date of the Act, October 1, 1986.   

 In addition, should a levied school tax be increased under the provisions of 
Amendment 373 for school purposes, the governing board of the municipality may grant 
partial or complete exemption from such increase for residents over age 65, residents 
retired at any age due to disability, or residents who are blind.  This exemption must be 
requested by the board of education of such municipality.  Furthermore, any such 
homestead exemption granted my be adjusted, rescinded or reinstated at any time upon 
request of the board of education of such municipality (Code of Alabama 1975, Section 
40-9-19.1)  See the Appendix to Section 7 for a complete listing. 

 Furthermore, a principal residence and 160 acres adjacent shall be exempt from 
all ad valorem taxation for anyone who is totally disabled or who is 65 years of age or 
older having a net annual taxable income of $7,500 of less on the latest federal tax 
return (Code of Alabama 1975, Section 40-9-21). 

 A sample calculation is shown in the following Table 8-3 to demonstrate how a 
local school tax would be calculated, assuming that no homestead exemption applies to 
this school tax. As can readily be seen, the actual cost to the homeowner for a school 
millage increase of 10.0 mills is quite low, only $100.00 per year on a house valued at 
$100,000.  Obviously, for a house valued at $200,000 this tax increase would be 
$200.00 per year, and on a house valued at $50,000, the increase would only be $50.00 
per year.   

Abatements from Local Ad Valorem Taxes 

 Prior to the enactment of the Tax Incentive Reform Act of 1992, abatements from 
all local ad valorem, irrespective of purpose, could be granted as described above for 
state ad valorem taxation.  The reform act limited the life of such abatements to ten 
years and excluded from the abatement education taxes which are identified as follows: 

 Ad valorem taxes that must, pursuant to the Constitution of 
Alabama 1901, as amended, legislative act, or the resolution or other 
action of the governing board authorizing the tax, be used for educational 
purposes or for capital improvements for education and local construction 
related transaction taxes levied for educational purposes or for capital 
improvements for education (Code of Alabama 1975, Section 40-9B-3). 

 
Table 8-3 

Calculation of a Local School District 10.0 Mill Ad Valorem Tax 
10.0 Class III Class II Class I Class IV 
Mills Homes Commercial Utilities Automobile

 Appraised Value of Property  $100,000   $400,000   $1,000,000   $15,000  

Assessment Ratio  by Class 10.00% 20.00% 30.00% 15.00% 
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Assessed Value $10,000.00  $80,000.00  $300,000.00  $2,250.00  
Homestead Exemption $0.00  $0.00  $0.00  $0.00  
Net Assessed Valuation $10,000.00  $80,000.00  $300,000.00  $2,250.00  

Multiply by Millage Rate 0.0100  0.0100  0.0100  0.0100  

School Ad Valorem Tax Due $100.00  $800.00  $3,000.00  $22.50  
 

Increasing the Local Ad Valorem Tax for Public Schools 
 
  Ad valorem taxes, commonly referred to as property taxes, are taxes 
levied based on the value (at value) of property.  The levy and collection of all property 
taxes in Alabama is governed by the state constitution and statutes.  The Constitution of 
Alabama of 1901, as amended, places a limit on the levy and collection of property 
taxes.  Every property tax must be authorized specifically by the state constitution. 
Absent specific constitutional authority, the Legislature cannot authorize a property tax 
levy. The Constitution of Alabama of 1901 specifically limits the use of ad valorem taxes 
for all purposes and is even more stringent in its limitations imposed upon ad valorem 
taxes for public schools.   
 

The Constitution defines the millage rate which can be levied, the assessment 
ratio which shall be applied, the method of local referendum, and the imposition of time 
limitations on the millage.  This necessitates that local millages must be renewed 
periodically.  If a local board of education wishes a referendum for an increased millage, 
which exceeds the millages previously authorized by the Constitution, then the 
Constitution must be amended.  Property taxes are measured in millage.  One mill is 
equal to one-tenth of a cent (1/10 of 1 cent) and, in connection with ad valorem taxes, a 
mill is often expressed in terms of 10 cents on each $100 of assessed value.  Property 
taxes are based on a percentage of the property’s fair market value that is known as its 
assessed value.   
 

There are two methods of increasing school property taxes:  (1) A new tax may 
be authorized; or (2) the rate of an existing tax may be increased.  There are three 
processes for amending the Constitution to levy new millages and a single process for 
increasing the rate of an existing millage. 
 
(1) General Constitutional Amendment 
 

A general constitutional amendment can be passed which will allow every school 
system in Alabama to have a referendum to vote on the additional millage, which is 
specified in the constitutional amendment.  Such a proposed amendment would be 
approved in the customary procedure in the legislature by passage of a legislative act 
by three-fifths vote of both houses of the legislature and placement on a ballot for a 
statewide vote.  This statewide vote may be ordered by the legislature at either the next 
general election next succeeding the session of the legislature at which the 
amendments were proposed, or upon another day appointed by the legislature, not less 
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than three months after the final adjournment of the session of the legislature at which 
the amendment was proposed.   

 Notice of such election, together with the proposed amendment, shall by 
proclamation of the Governor be published in every county for at least eight successive 
weeks next preceding the day appointed for the election.  Should the proposed 
amendment win simple majority approval on the statewide election, the Constitution has 
been amended and under process by law be proclaimed by the Governor as having 
been approved and valid to all intents and purposes as a part of the Constitution. 

(2) Local Application Constitutional Amendment 

 A similar process can be used to amend the constitution to affect only one 
county, or city, or single school tax district.  However, the process remains the same 
and the proposed amendment must win voter approval statewide even though only one 
local governmental unit is affected.  There are approximately 83 such amendments at 
this time.  These are found following this section in an appendix. 

(3) Amendment 425/555 Process 

 In 1982 a constitutional amendment was approved that set forth a fourth 
procedure for amending the Constitution to allow a referendum for an additional millage.  
Under the provisions of Amendment 425, the voters of a county can by a majority vote 
approve a local constitutional amendment, which affects only that one county if two 
conditions are met.  (1) The Legislature by a three-fifths vote of the members of each 
house must unanimously approve legislation that will become constitutional 
amendment; and (2) The legislation must be unanimously be approved by the Local 
Constitutional Amendment Commission composed of the governor, the lieutenant 
governor, the attorney general, the secretary of state, and the speaker of the House of 
Representatives.  Final approval of the amendment then rests with the voters of the 
specific county affected by the amendment.  Before the county referendum can take 
place, it is necessary for the proposed amendment and notice of the election to be 
published once a week for four successive weeks next preceding the day appointed for 
the election in each newspaper qualified to run legal notices in the county affected.  
Approval by the voters then results in the proposed amendment becoming adopted as a 
valid part of the Constitution. 

 Additional language was added in 1994 to further provide that the proposed 
amendment must be approved in the Legislature without a dissenting vote cast and be 
approved by a majority vote of the Local Constitutional Amendment Commission.  This 
Amendment further provided that should the Local Constitutional Amendment 
Commission fail to adopt the proposed amendment by a majority vote, then the 
proposed amendment would be treated as a statewide amendment and automatically 
be submitted to a statewide referendum in accordance with the provisions of Sections 
284 and 285 of the Constitution.  However, if approved in a statewide referendum, the 
proposed amendment still must be submitted to a referendum and approved by a 
majority of the qualified voters of the affected county voting on the proposition and the 
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affected political subdivision voting on the proposition if it affected less than the whole 
county.  For approval of the proposed amendment for a political subdivision of less than 
a county, both the entire county and the political subdivision must vote majority approval 
(Constitution of 1901, Amendments 425, 555). 

 (4) Amendment 373 Process. 

   Amendment 373 was approved 1978 in order to comply with a federal court order 
in the case of Weissinger v. Boswell in which Alabama’s practice of allowing variable 
assessment ratios across the state had been declared unconstitutional.  This 
amendment has commonly been referred to as the “Lid Bill,” but also known as the 
Property Tax Relief Laws as six statutes were passed to implement the constitutional 
amendment.  Amendment 373 does not allow for a referendum on the levy of a new tax, 
but rather an increase in the millage rate of a tax already bearing constitutional 
approval. 

 Amendment 373 reduces the steps required by law to increase property taxes as 
the cumbersome process to amend the Constitution described earlier can be 
circumvented.  Taxing authorities can increase the rate of an existing tax if they fulfill the 
following three requirements.  However, it must be noted that under the conditions of 
the previous constitutional provisions the County Commission is compelled to hold a 
referendum to levy an existing tax.  The County Commission may refuse to approve the 
increase requested in (a) which follows should the local board of education so present a 
resolution requesting hearing: 

 (a)  Public Hearing.  The local taxing authority (in the case of most – but not all – 
school taxes, this is the county commission) conducts a public hearing on the proposed 
tax increase (usually at the request of the school board) at which the local taxing 
authority formally votes to propose the increase; 

 (b)  Local Legislation.  The legislature approves the proposed increase through the 
passage of a local act; and 

 (c)  Local Referendum.  Voters approve the proposed increase in a local election. 

 Increasing the rate of an existing tax means that you must know what property 
taxes are currently levied and under what authority.  When this is not known at the 
school system level, the county tax assessor should have this information readily 
available.  This review will help determine which tax should be increased.  Determining 
the constitutional authority for the tax you propose to increase will indicate whether the 
tax is a county-levied tax (in which case the taxing authority will be the county 
commission) or a tax levied by the municipality (in which case the taxing authority will 
be the municipal governing body). 

 Each school ad valorem tax for schools expires: unless approved prior to 1901 
and grandfathered in the state constitution, most cannot be levied for longer than 30 
years. This requires that existing property taxes periodically be renewed by voters in an 
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election.  It is pointless to increase the rate of a tax that expires shortly; you should 
consider combining the renewal and increase proposal in the same election.  If you 
proceed with this strategy, you should allow ample time (prior to the expiration date of 
the tax) to schedule another election to renew the tax if the increase/renewal effort fails.  
Each ad valorem tax has a purpose for which the tax originally was levied.  As a general 
rule, you cannot increase the rate of an existing tax for a purpose that differs from the 
purpose for which the tax is now being levied.  However, most school taxes are being 
levied for general education purposes, which would permit a multitude of uses for tax 
revenue. 

 After identifying the tax, the rate of which you propose increasing (and 
presumably, the rate of increase), the school board should request that the local taxing 
authority conduct a public hearing.  A board resolution requesting that the taxing 
authority initiate the Lid Bill increase procedure is not required by the Lid Bill, but the 
taxing authority may request one.  The millage rates of many ad valorem taxes were 
increased in the early 1970s under the permissive provisions of Amendment 325 (also 
known as the “Reclassification Amendment”) and in the late 1970s under similar 
provisions of the Lid Bill; these increases did not require voter approval and were one-
time adjustments.  Because of these increases, the tax commonly known as the 3-mill 
countywide tax (Amendment 3) may in fact be levied and collected at a different (and 
higher) rate.  The board’s legal counsel and the county tax assessor will be helpful in 
resolving the confusion that often results from the difference between the tax rate set 
out in the constitution and the rate at which a tax is now levied. 

Public Hearing on Lid Bill Increase 

 State law requires public notice of public hearings but does not specify how or 
where the notice should be posted.  A 10-day notice is recommended.  If there is a 
newspaper in the locality, the notice should be published once a week for two weeks 
(see Appendix G), with the first of such publications to be at least 10 days prior to the 
public hearing.  If there is no newspaper, the notice should be posted at the county 
courthouse and at three public locations in the area.  Following the public hearing, the 
taxing authority must propose the increase through a formal resolution or ordinance 
(see Appendix H).  It is not sufficient for the taxing authority just to hold the public 
hearing; it must formally propose the increase. 

Notice of Local Act 

 Following the taxing authority’s approval, the proposal must be approved by the 
state Legislature as a local act.  Local acts must be advertised for four weeks prior to 
introduction in the Legislature, according to the Alabama Constitution.  The 
advertisement must be published once a week for four consecutive weeks.  This 
equates to a minimum of 22 days between the day the notice was first published and 
the day the act can be introduced in the Legislature.   To expedite the process, the 
publication of the notice of intent to apply for the passage of a local act may begin prior 
to the public hearing.  In fact, the notice may be published at the same time the public 
hearing notice is published. 
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Election Procedures 

 The proposed rate increase must be approved by voters in an election once the 
local act is approved by the Legislature.  The Lid Bill requires the election to be held 
under laws providing for special elections. Neither statutory nor judicial guidance has 
specified the type of special election; a sound recommendation is to follow the pertinent 
election procedure relating to the tax under consideration.  State law governs elections 
for school district and county 3-mill taxes (Code of Alabama 1975, §§ 16-13-180 
through 199), and there are specific laws relating to special elections conducted by 
municipalities. 

 Election requirements for municipal taxes (a “municipal tax” is a tax levied by a 
municipality; school district taxes, even in a municipal school district, are county-levied 
taxes and are not “municipal taxes”) differ from those for county and district taxes.  
State law (Code of Alabama 1975, § 11-46-22 and § 11-46-93) requires an eight-week 
public notice of the election.  The election has to be held on Tuesday or Thursday and 
notice of the election first must be published on or before the corresponding Tuesday or 
Thursday of the second month prior to the election. 

 Election procedures for county and district taxes require a 30-day notice 
published in a newspaper in the county.  If there is no newspaper published in the 
county, the notice must be posted at the courthouse door and at three other public 
places in the county.  In addition to the newspaper notice, notice of district tax elections 
must be posted in three public places within the district.  The notice should include the 
election date and the rate, duration and purpose of the tax (see Appendix F).  The 
election date should be selected carefully.  A special election for tax increases may 
benefit from low voter turnout.   Voter turnout at special elections customarily is lower 
than at general or primary elections and tax proponents have a greater chance of 
getting more supporters to the polls at special elections.  Special elections, however, 
are an additional expense for local taxing authorities, and some are reluctant to bear 
this cost. 

 The Alabama Attorney General, in an opinion pertaining to an election conducted 
by a county commission (Nov. 30, 1993, 94-0067), has stated a county commission 
may not authorize more than one election under the authority of the local act.  In other 
words, if the voters reject the increase, the school board must start the procedure over, 
beginning with a public hearing by the taxing authority, the proposal and the local act. 

Foundation Program Cost Ratio:   
Apportionment of Countywide Taxes for Schools 

 
A problem the distribution of education funds prior to 1901 and after was the fair 

and equitable distribution of countywide taxes.  Amendment 3 makes it clear that a 
district millage must be spend only in the school tax district in which it is levied and 
collected.  A statutory provision implemented this constitutional requirement: 
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§16-13-198.   Use of district funds. 
 

The funds arising from levying a special tax for school purposes in 
any school tax district under the jurisdiction of the county board of 
education shall be used for the exclusive benefit of the public schools of 
such districts; provided, that in any school tax district where such tax is 
being levied there is no public school, the funds arising from levying said 
tax may be used for the purpose of transporting school children residing in 
such district to a school located in another district. In the case of cities and 
towns under independent boards, said county tax collector shall collect 
said taxes and pay over the same to the treasurer of said city or town to 
be used for the exclusive benefit of the schools thereof in accordance with 
the law (Code of Alabama 1975, Section 16-13-198). 
 
While it has been clearly demonstrated by statute that the school tax district 

revenues as collected must be spent only in that school tax district, another situation 
exists for countywide school ad valorem taxes.  There are at least three statutory 
provisons which provisions affect this distribution.  The first was the statutory 
implementation of the one-mill countywide school tax authorized by Section 269 of the 
Constitution of 1901: 
 
 § 16-13-166.  Collection of Tax. 
 

The tax collector shall collect such special tax in the same manner 
and under the same requirements and laws as taxes of the state are 
collected, shall keep said amount separate and apart from all other funds, 
shall keep a clear and distinct account thereof and shall turn the same 
over to the custodian of county school funds whose duty it shall be to 
receipt therefor. The county board of education shall apportion the same 
to the various schools throughout the county in the same manner as the 
public school funds from the state are apportioned in said county (Code of 
Alabama 1975, Section 16-13-166). 

  
 While the definition of “public school funds” above may be questioned since there 
is not a Public School Fund in the state since the approval of Amendment 111 of 1955 
of Section 260 of the Constitution of 1901, the practice has been to apportion those 
funds in accordance with additional statutory authorization (one mill countywide tax).  
When Amendment 3 was approved in 1916, a new statutory provision was approved for 
allocation of the three-mill countywide tax: 
 

§ 16-13-197. Collection of tax.  
 
 Whenever such a levy as is provided for in this article is made, it 
shall be the duty of the tax collector within and for that county to collect 
such tax in the same manner and under the same requirements and laws 
as the taxes of the state are collected, and he shall keep said amount 
separate and apart from all other funds and keep a clear and distinct 
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account thereof, showing what amount is paid, and turn the same over to 
the county custodian of school funds whose duty it shall be to receipt 
therefor, and pay the same on monthly payrolls and other prescribed 
forms, with the authority and approval of the county board of education 
(Code of Alabama 1975, Section 16-13-197). 

 
 With the creation of the Minimum Program Fund in 1935, there appeared a new 
statute to govern the apportionment of countywide taxes to the respective city school 
systems within the county.  This was amended in 1995 with the creation of the 1995 
Foundation Program and appears as follows: 
  

§ 16-13-31. Record of receipts and disbursements; apportionment of 
county-wide taxes for Foundation Program. 
 
(a) The tax collector/revenue commissioner of each county must keep a 
record of all receipts and disbursements of school funds of his/her county 
to the local boards of education of the county. 
 
(b) The tax collector/revenue commissioner of each county shall apportion 
county-wide taxes collected for the purposes of participating in the 
Foundation Program to each local board of education in the county on the 
basis of the total calculated costs of the Foundation Program for those 
local boards of education within the county. The total calculated costs of 
the Foundation Program for each local board of education shall be the 
sum of state funds received from the Foundation Program and the amount 
of local effort required pursuant to paragraph a. of subdivision (3) of 
subsection (b) of Section 16-13-231. 
 
(c) The apportionment of county-wide taxes collected for the purposes of 
participating in the Foundation Program as determined in Section 16-13-
31(b) shall be used unless the local boards of education in a county sign a 
mutual agreement and secure the approval of the State Superintendent of 
Education to use some other plan involving desirable special adjustments 
(Code of Alabama 1975, Section 16-13-31). 

 
 This section created the Countywide Foundation Program Cost Ratio which 
governs apportionment today not only of countywide ad valorem tax, but also 
countywide excise, franchise, and privilege license taxes.  The exception to this rule is 
that an excise, franchise, or privilege license tax could have been levied under several 
statutory authorities who may have provided for a separate apportionment plan.  This 
provision was very logical prior to 1967 when the apportionment of the foundation 
program evolved from state allocation to the local county board of education as fiscal 
agent for all the school systems of the county to one where each local board of 
education directly received its state allocation.  Statewide equalization by county 
became statewide equalization by local board of education.  However, statutes 
governing the allocation of countywide taxes were unchanged then and unchanged in 
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the 1995 school finance revisions.   The following Table 8-4 details the process of 
determining the allocation of countywide taxes: 
 

Table 8-4 
Allocation of Countywide Taxes 

For Systems Within A County: Total Foundation Cost  for School 
System divided by the Total Foundation 
Program Cost for All Systems within 
That County 

For Systems That Have 
Schools Within the Boundaries 
of More Than One County 

The ADM of that School divided by the 
total ADM of all Schools within that 
County 

 
These calculations are performed annually by the State Department of Education and 
the appropriate local county revenue official notified in writing of the portion of the 
countywide tax revenues to allocation to each local board of education of the county. 
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October 11, 2004 

Ms. Janice D. Hart 
Revenue Commissioner 
Covington County Courthouse 
Andalusia, AL 36420 

Dear Ms. Hart: 

The Code of Alabama, 1975,   16-13-31, provides that receipts from county-wide taxes collected  §  
for the purpose of participating in the Foundation Program shall be distributed to local boards of  
education within the county based on their total Foundation Program calculated costs.  Unless the  
State Superintendent of Education has approved an alternative distribution plan, the percentages  
given for each school system identified below should be used in distributing receipts from  
county-wide taxes for the fiscal year October 1, 2004, through September 30, 2005. 
 
         FY 2004-2005 Percentage  
 Distribution 
 of County-Wide School Taxes 
 System System  Percentag 
 020 Covington County 0.5087791 
 104 Andalusia City 0.2662977 
 180 Opp City 0.2249232 
 Total 1.0000000 
If additional information or assistance is needed, please contact Mr. Mark Dokas  
at telephone number (334) 353-1250. 
 
 
 
Sincerely, 
 
 
 
Joseph B Morton 
State Superintendent of Education 
 
 
JBM:mad 
 
cc: Selected County and City Superintendents of Education 
 Selected Public Officials  

 
This calculated distribution for Covington County is shown in the following Table 8-5: 
 

Table 8-5 
Foundation Program Cost Ratio for Covington County for FY 2005 

County 
ID 

County 
Name 

System 
Number 

System Name Tax 
Percentage 

020 Covington Co 020 Covington County 0.50877910 
020 Covington Co 104 Andalusia City 0.26629770 
020 Covington Co 180 Opp City 0.22492320 

      Total 1.00000000 
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Table 8-6 shows this calculation for Jefferson County: 
 

Table 8-6 
Foundation Program Cost Ratio for Jefferson County for FY 2005 

County ID County 
Name 

System 
Number 

System Name Tax 
Percentage 

037 Jefferson Co 137 Fairfield City 0.02121890 
037 Jefferson Co 167 Leeds City 0.01211380 
037 Jefferson Co 202 Vestavia Hills City 0.04901110 
037 Jefferson Co 175 Mountain Brook City 0.03940100 
037 Jefferson Co 157 Homewood City 0.03063250 
037 Jefferson Co 158 Hoover City 0.10204650 
037 Jefferson Co 114 Birmingham City 0.32120720 
037 Jefferson Co 171 Midfield City 0.01095680 
037 Jefferson Co 113 Bessemer City 0.03823830 
037 Jefferson Co 197 Tarrant City 0.01258330 
037 Jefferson Co 207 Alabama School of Fine Arts 0.00335220 
037 Jefferson Co 037 Jefferson County 0.35923840 

      Total 1.00000000 
 
The complexity of this process is exemplified in Jefferson County where a school 
system may partially lie in two counties.  The calculation for Hoover City Schools is 
shown in Table 8-7 below and is generated by ADM: 
 

Table 8-7 
Foundation Program Cost Ratio for Hoover City for FY 2005 

County 
ID 

County 
Name 

System 
Number 

System Name Tax 
Percentage 

059 Shelby Co 059 Shelby County 0.67435750 
059 Shelby Co 158 Hoover City 0.32564250 

      Total 1.00000000 
 
In Appendix 8-10 which follows this Chapter is found the Foundation Program Cost 
Ratios for all LEAs for FY 2004-2005. 
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Appendices Which Follow 
 

LOCAL AD VALOREM TAXES FOR PUBLIC SCHOOLS 
 

Appendix 8-1  Ad Valorem Tax Mills Budgeted for FY 1999-2000 with LEAs 
Below 15 Mills 

Appendix 8-2 Ad Valorem Tax Mills and Sales Tax Budgeted for FY 1999-
2000 

Appendix 8-3 Schedule of Millage Rates for FY 2005 
Appendix 8-4 Calculation of Yield Per Mill for FY 2003 
Appendix 8-5 Calculation of Equivalent Mills for FY 2003 
Appendix 8-6 Supplement Report Number II to General Purpose Financial 

Statement 
Appendix 8-7 Coding Adjustments for Equivalent Mills 
Appendix 8-8 Annual Reappraisal Implementation Schedule 
Appendix 8-9 Authorizations for Local School Ad Valorem Taxes 
Appendix 8-10 Foundation Program Cost Ratio for FY 2004-2005 
Appendix 8-11 Petitions, Resolutions, and Ballot Samples 
Appendix 8-12 Constitutional Amendments Affecting Local Ad Valorem Taxes 

for Schools 
Appendix 8-13 Monthly Receipts of Ad Valorem Taxes for FY 2004 
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Appendix 8-1 
Ad Valorem Tax Mills Budgeted for FY 2002-2003 with LEAs Below 15 Mills 

 Local School Type of City or System Number
# System LEA County Regular Special Special Special TOTAL Regular Special Special Special TOTAL County Total <15 Count

1 Autauga County Autauga 4.00 4.00 3.00 3.00 7.00 -8.00 1
2 Baldwin County Baldwin 4.00 5.00 9.00 3.00 3.00 12.00 -3.00 1
3 Barbour County Barbour 4.00 4.00 3.00 3.00 7.00 -8.00 1
4 Bibb County Bibb 4.00 4.00 3.00 3.00 7.00 -8.00 1
5 Blount County Blount 4.00  2.00 6.00 3.00 3.00 9.00 -6.00 1
6 Bullock County Bullock 6.00 8.00 14.00 4.50 4.50 18.50 0.00 0
7 Butler County Butler 12.00 12.00 0.00 0.00 12.00 -3.00 1
8 Calhoun County Calhoun 5.50 5.50 3.50 11.50 14.50 20.00 0.00 0
9 Chambers County Chambers 6.60 6.60 4.10 4.10 10.70 -4.30 1

10 Cherokee County Cherokee 14.00 14.00 3.00 5.00 8.00  22.00 0.00 0
11 Chilton County Chilton 5.00  1.20 6.20 3.00 3.00 9.20 -5.80 1
12 Choctaw County Choctaw 1.00  1.00  13.00 13.00 14.00 -1.00 1
13 Clarke County Clarke 7.50 5.00 12.50 3.00 3.00 15.50 0.00 0
14 Clay County Clay 4.50 6.00 10.50 3.00 3.00 13.50 -1.50 1
15 Cleburne County Cleburne 9.00 9.00 8.00 8.00 17.00 0.00 0
16 Coffee County Coffee 5.00 5.00 7.00 5.00 12.00 17.00 0.00 0
17 Colbert County Colbert 4.00 4.00 3.00 5.00 8.00 12.00 -3.00 1
18 Conecuh County Conecuh 6.50 6.50 3.00 3.00 9.50 -5.50 1
19 Coosa County Coosa 4.00 4.00 8.00 8.00 12.00 -3.00 1
20 Covington County Covington 4.00 4.00 3.00 3.00 7.00 -8.00 1
21 Crenshaw County Crenshaw 5.00 5.00 3.00 3.00 8.00 -7.00 1
22 Cullman County Cullman 4.00 4.00 3.00 3.00 7.00 -8.00 1
23 Dale County Dale 5.00 5.00 4.00 4.00 9.00 -6.00 1
24 Dallas County Dallas 8.50 8.50 3.00 3.00 11.50 -3.50 1
25 Dekalb County Dekalb 4.00 4.00 3.00 7.50 10.50 14.50 -0.50 1
26 Elmore County Elmore 4.00 4.00 3.00 3.00 7.00 -8.00 1
27 Escambia County Escambia 4.00 4.00 3.00 5.00 8.00 12.00 -3.00 1
28 Etowah County Etowah 6.00 6.00 3.40 5.60 9.00 15.00 0.00 0
29 Fayette County Fayette 4.00 4.00 3.00 3.00 7.00 -8.00 1
30 Franklin County Franklin 5.50 5.50 4.50 4.50 10.00 -5.00 1
31 Geneva County Geneva 8.40 8.40 3.00 3.00 11.40 -3.60 1
32 Greene County Greene 5.00 5.00 3.00 3.00 6.00 14.00 -1.00 1
33 Hale County Hale 4.00 4.00 3.00 3.00 7.00 -8.00 1
34 Henry County Henry 9.00 9.00 3.00 3.00 12.00 -3.00 1
35 Houston County Houston 4.50 4.50 3.50 3.50 8.00 -7.00 1
36 Jackson County Jackson 4.00 4.00 3.00 3.00 7.00 -8.00 1
37 Jefferson County Jefferson 8.20 8.20 5.10 16.80 21.90 30.10 0.00 0
38 Lamar County Lamar 4.00 4.00 3.00 3.00 7.00 -8.00 1
39 Lauderdale County Lauderdale 1.80 5.20 7.00 4.00 7.00 11.00 18.00 0.00 0
40 Lawrence County Lawrence 6.00 6.00 3.00 3.00 9.00 -6.00 1
41 Lee County Lee 4.00 1.00 5.00 3.00 5.00 5.00 13.00 18.00 0.00 0
42 Limestone County Limestone 5.50 5.50 1.50 1.50 7.00 -8.00 1
43 Lowndes County Lowndes 4.00 4.00 3.00 3.00 7.00 -8.00 1
44 Macon County Macon 14.00 10.00 5.00 29.00 3.00 3.00 32.00 0.00 0
45 Madison County Madison 5.50 5.50 4.00 6.50 10.50 16.00 0.00 0
46 Marengo County Marengo 5.00 5.00 3.00 3.00 8.00 -7.00 1
47 Marion County Marion 4.00 4.00 3.00 3.00 7.00 -8.00 1
48 Marshall County Marshall 4.50  4.50 13.00 13.00 17.50 0.00 0
49 Mobile County Mobile 6.00 6.00 1.00 1.00 14.00 3.50 4.00 7.50 21.50 0.00 0
50 Monroe County Monroe 4.00 4.00 6.00  6.00 10.00 -5.00 1
51 Montgomery County Montgomery 4.50 4.50 3.50 3.50 8.00 -7.00 1
52 Morgan County Morgan 5.80 5.80 4.00 7.30 11.30 17.10 0.00 0
53 Perry County Perry 4.00   4.00 5.00 5.00 9.00 -6.00 1
54 Pickens County Pickens 7.20 7.20 4.00 4.00 11.20 -3.80 1
55 Pike County Pike 6.70 6.70 3.00 3.00 9.70 -5.30 1
56 Randolph County Randolph 4.00 4.00 3.00 5.00 8.00 12.00 -3.00 1
57 Russell County Russell 4.50 4.50 13.00 13.00 17.50 0.00 0
58 Saint Clair County Saint Clair  4.50 6.00 10.50 3.00 3.00 13.50 -1.50 1
59 Shelby County Shelby 4.00 7.00 5.00 16.00 11.00 3.00 14.00 30.00 0.00 0
60 Sumter County Sumter 10.80 10.80 3.00 3.00 13.80 -1.20 1
61 Talladega County Talladega 4.00 3.00 7.00 3.00 3.00 6.00 13.00 -2.00 1
62 Tallapoosa County Tallapoosa 4.50  4.50 3.00 7.50 10.50 15.00 0.00 0
63 Tuscaloosa County Tuscaloosa 5.50 5.50 4.00 4.00 9.50 -5.50 1
64 Walker County Walker 5.00 5.00 3.00 3.00 8.00 -7.00 1
65 Washington County Washington 4.00 5.00 9.00 3.00 3.00 12.00 -3.00 1
66 Wilcox County Wilcox 7.00 7.00 3.00 3.00 10.00 -5.00 1
67 Winston County Winston 4.00 5.00 9.00 3.00 3.00 12.00 -3.00 1

MILLS  OF  AD  VALOREM  TAX  FOR  FY 2003
        District MillsCounty Mills
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Appendix 8-1 (continued) 
Ad Valorem Tax Mills Budgeted for FY 1999-2000 with LEAs Below 15 Mills 

 Local School Type of City or System Number
# System LEA County Regular Special Special Special TOTAL Regular Special Special Special TOTAL County Total <15 Count
68  Albertville City Marshall 4.50 4.50 3.50 7.50 11.00 15.50 0.00 0
69  Alexander City City Tallapoosa 4.50  4.50 3.00 7.50 10.50 15.00 0.00 0
70  Andalusia City Covington 4.00 4.00 3.00 3.00 7.00 -8.00 1
71  Anniston City Calhoun 5.50 5.50 3.00 6.30 9.30 5.00 19.80 0.00 0
72  Arab City Marshall 4.50  4.50 3.50 3.50 8.00 -7.00 1
73  Athens City Limestone 5.50 5.50 3.00 3.00 8.50 -6.50 1
74  Attalla City Etowah 6.00 6.00 3.40 5.60 9.00 15.00 0.00 0
75  Auburn City Lee 4.00 1.00 5.00 3.00 11.00 14.00 5.00 24.00 0.00 0
76  Bessemer City Jefferson 8.20 8.20  5.40  5.40 9.70 23.30 0.00 0
77  Birmingham City Jefferson 8.20 8.20 12.80 7.00 19.80 2.80 30.80 0.00 0
78  Brewton City Escambia 4.00 4.00 3.00 5.00 8.00 12.00 -3.00 1
79  Cullman City Cullman 4.00 4.00 3.00  3.00 10.50 17.50 0.00 0
80  Daleville City Dale 5.00 5.00 3.00 3.00 8.00 -7.00 1
81  Decatur City Morgan 5.80 5.80 3.60 3.60 9.00 16.20 22.00 0.00 0
82  Demopolis City Marengo 5.00 5.00 3.00 10.00 13.00 18.00 0.00 0
83  Dothan City Houston 4.50 4.50 3.50 3.50 8.00 -7.00 1
84  Elba City Coffee 5.00 5.00 5.00 6.00 11.00 16.00 0.00 0
85  Enterprise City Coffee 5.00 5.00 4.00 7.00 11.00 16.00 0.00 0
86  Eufaula City Barbour 4.00 4.00 3.00 0.50 12.50 16.00 20.00 0.00 0
87  Fairfield City Jefferson 8.20 8.20 5.80 20.10 25.90 34.10 0.00 0
88  Florence City Lauderdale 1.80 5.20 7.00 7.00 7.00 4.00 18.00 25.00 0.00 0
89  Fort Payne City Dekalb 4.00 4.00 10.50 10.50 14.50 -0.50 1
90  Gadsden City Etowah 6.00 6.00 10.00 6.00 16.00 22.00 0.00 0
91  Geneva City Geneva 8.40 8.40 3.00 3.00 11.40 -3.60 1
92  Guntersville City Marshall 4.50  4.50 3.50 9.00 12.50 17.00 0.00 0
93  Haleyville City Winston 4.00 5.00 9.00 3.00 3.00 12.00 -3.00 1
94  Hartselle City Morgan 5.80 5.80 11.30 11.30 17.10 0.00 0
95  Homewood City Jefferson 8.20 8.20 5.50 9.60 15.10 14.20 37.50 0.00 0
96  Hoover City Jefferson 8.20 8.20 13.90 24.00 37.90 46.10 0.00 0
97  Huntsville City Madison 5.50 5.50 15.50 6.50 22.00 27.50 0.00 0
98  Jacksonville City Calhoun 5.50 5.50 3.00 10.00 13.00 18.50 0.00 0
99  Jasper City Walker 5.00 5.00 3.00 2.50 5.50 10.50 -4.50 1

100  Lanett City Chambers 6.60 6.60 4.10 4.10 10.70 -4.30 1
101  Linden City Marengo 5.00 5.00 3.00 3.00 8.00 -7.00 1
102  Madison City City Madison 5.50 5.50 4.00 17.50 21.50 27.00 0.00 0
103  Midfield City Jefferson 8.20 8.20 6.00 10.50 16.50 24.70 0.00 0
104  Mountain Brook City Jefferson 8.20 8.20 44.70 44.70 52.90 0.00 0
105  Muscle Shoals City Colbert 4.00 4.00 3.00 13.00 16.00 20.00 0.00 0
106  Oneonta City Blount 4.00  2.00 6.00 3.00 7.50 10.50 16.50 0.00 0
107  Opelika City Lee 4.00 1.00 5.00 3.00 3.00 16.00 24.00 0.00 0
108  Opp City Covington 4.00 4.00 3.00  3.00 5.00 12.00 -3.00 1
109  Oxford City Calhoun 5.50 5.50 3.00 10.00 13.00 18.50 0.00 0
110  Ozark City Dale 5.00 5.00 4.00 7.00 7.00 18.00 23.00 0.00 0
111  Pell City City Saint Clair  4.50 6.00 10.50 3.00 3.00 13.50 -1.50 1
112  Phenix City City Russell 4.50 4.50 4.00 13.00  17.00 3.00 24.50 0.00 0
113  Piedmont City Calhoun 5.50 5.50 14.50 14.50 20.00 0.00 0
114  Roanoke City Randolph 4.00 4.00 3.00 5.00 8.00 12.00 -3.00 1
115  Russellville City Franklin 5.50 5.50 4.50 4.50 7.80 17.80 0.00 0
116  Scottsboro City Jackson 4.00 4.00 3.00 7.50 10.50 14.50 -0.50 1
117  Selma City Dallas 8.50 8.50 3.00 11.80 14.80 23.30 0.00 0
117  Sheffield City Colbert 4.00 4.00 15.00 15.00 19.00 0.00 0
118  Sylacauga City Talladega 4.00 3.00 7.00 3.00 3.00 10.00 -5.00 1
119  Talladega City Talladega 4.00 3.00 7.00 3.00 3.00 10.00 -5.00 1
120  Tallassee City Elmore 4.00  4.00 6.00 6.00 10.00 -5.00 1
122  Tarrant City Jefferson 8.20 8.20 6.80 11.20 18.00 26.20 0.00 0
123  Thomasville City Clarke 7.50 5.00 12.50 3.00 3.00 15.50 0.00 0
124  Troy City Pike 6.70 6.70 4.00 4.00 10.70 -4.30 1
125  Tuscaloosa City Tuscaloosa 5.50 5.50 4.00 5.50 6.00 15.50 21.00 0.00 0
126  Tuscumbia City Colbert 4.00 4.00 3.00 3.00 7.50 13.50 3.00 20.50 0.00 0
127  Vestavia Hills City Jefferson 8.20 8.20 15.10  15.10 28.75 52.05 0.00 0
128  Winfield City Marion 4.00 4.00 3.00 10.00 13.00  17.00 0.00 0

Statewide Average n/a n/a n/a n/a 6.36 n/a n/a n/a n/a 8.47 n/a 15.74 N = 70

MILLS  OF  AD  VALOREM  TAX  FOR  FY 2003
County Mills         District Mills
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Appendix 8-2 
Ad Valorem Tax Mills and Sales Tax Budgeted for FY 2002-2003 

 
A B C D E F G H I J K L M N O N

Num- Local School Type of City or System Sales
ber System LEA County Regular Special Special Special TOTAL Regular Special Special Special TOTAL County Total Tax

COUNTIES:
1 Autauga County Autauga 4.00 4.00 3.00 3.00 7.00 1.00%
2 Baldwin County Baldwin 4.00 5.00 9.00 3.00 3.00 12.00 1.50%
3 Barbour County Barbour 4.00 4.00 3.00 3.00 7.00 3.00%
4 Bibb County Bibb 4.00 4.00 3.00 3.00 7.00 1.00%
5 Blount County Blount 4.00  2.00 6.00 3.00 3.00 9.00 1.50%
6 Bullock County Bullock 6.00 8.00 14.00 4.50 4.50 18.50 0.60%
7 Butler County Butler 12.00 12.00 0.00 0.00 12.00 0.50%
8 Calhoun County Calhoun 5.50 5.50 3.50 11.50 14.50 20.00 0.00%
9 Chambers County Chambers 6.60 6.60 4.10 4.10 10.70 1.00%

10 Cherokee County Cherokee 14.00 14.00 3.00 5.00 8.00  22.00 0.50%
11 Chilton County Chilton 5.00  1.20 6.20 3.00 3.00 9.20 1.00%
12 Choctaw County Choctaw 1.00  1.00  13.00 13.00 14.00 1.00%
13 Clarke County Clarke 7.50 5.00 12.50 3.00 3.00 15.50 0.18%
14 Clay County Clay 4.50 6.00 10.50 3.00 3.00 13.50 1.00%
15 Cleburne County Cleburne 9.00 9.00 8.00 8.00 17.00 0.00%
16 Coffee County Coffee 5.00 5.00 7.00 5.00 12.00 17.00 1.00%
17 Colbert County Colbert 4.00 4.00 3.00 5.00 8.00 12.00 1.00%
18 Conecuh County Conecuh 6.50 6.50 3.00 3.00 9.50 1.00%
19 Coosa County Coosa 4.00 4.00 8.00 8.00 12.00 0.00%
20 Covington County Covington 4.00 4.00 3.00 3.00 7.00 2.00%
21 Crenshaw County Crenshaw 5.00 5.00 3.00 3.00 8.00 1.50%
22 Cullman County Cullman 4.00 4.00 3.00 3.00 7.00 0.70%
23 Dale County Dale 5.00 5.00 4.00 4.00 9.00 2.00%
24 Dallas County Dallas 8.50 8.50 3.00 3.00 11.50 0.25%
25 Dekalb County Dekalb 4.00 4.00 3.00 7.50 10.50 14.50 0.70%
26 Elmore County Elmore 4.00 4.00 3.00 3.00 7.00 1.00%
27 Escambia County Escambia 4.00 4.00 3.00 5.00 8.00 12.00 1.00%
28 Etowah County Etowah 6.00 6.00 3.40 5.60 9.00 15.00 1.00%
29 Fayette County Fayette 4.00 4.00 3.00 3.00 7.00 2.00%
30 Franklin County Franklin 5.50 5.50 4.50 4.50 10.00 1.00%
31 Geneva County Geneva 8.40 8.40 3.00 3.00 11.40 1.00%
32 Greene County Greene 5.00 5.00 3.00 3.00 6.00 14.00 ?
33 Hale County Hale 4.00 4.00 3.00 3.00 7.00 2.00%
34 Henry County Henry 9.00 9.00 3.00 3.00 12.00 1.50%
35 Houston County Houston 4.50 4.50 3.50 3.50 8.00 0.00%
36 Jackson County Jackson 4.00 4.00 3.00 3.00 7.00 2.00%
37 Jefferson County Jefferson 8.20 8.20 5.10 16.80 21.90 30.10 0.00%
38 Lamar County Lamar 4.00 4.00 3.00 3.00 7.00 1.50%
39 Lauderdale County Lauderdale 1.80 5.20 7.00 4.00 7.00 11.00 18.00 1.00%
40 Lawrence County Lawrence 6.00 6.00 3.00 3.00 9.00 2.50%
41 Lee County Lee 4.00 1.00 5.00 3.00 5.00 5.00 13.00 18.00 3.00%
42 Limestone County Limestone 5.50 5.50 1.50 1.50 7.00 2.00%
43 Lowndes County Lowndes 4.00 4.00 3.00 3.00 7.00 2.00%
44 Macon County Macon 14.00 10.00 5.00 29.00 3.00 3.00 32.00 1.00%
45 Madison County Madison 5.50 5.50 4.00 6.50 10.50 16.00 1.50%
46 Marengo County Marengo 5.00 5.00 3.00 3.00 8.00 1.00%
47 Marion County Marion 4.00 4.00 3.00 3.00 7.00 1.00%
48 Marshall County Marshall 4.50  4.50 13.00 13.00 17.50 1.00%
49 Mobile County Mobile 6.00 6.00 1.00 1.00 14.00 3.50 4.00 7.50 21.50 0.00%
50 Monroe County Monroe 4.00 4.00 6.00  6.00 10.00 1.00%
51 Montgomery County Montgomery 4.50 4.50 3.50 3.50 8.00 0.50%
52 Morgan County Morgan 5.80 5.80 4.00 7.30 11.30 17.10 0.00%
53 Perry County Perry 4.00   4.00 5.00 5.00 9.00 1.00%
54 Pickens County Pickens 7.20 7.20 4.00 4.00 11.20 3.00%
55 Pike County Pike 6.70 6.70 3.00 3.00 9.70 1.00%
56 Randolph County Randolph 4.00 4.00 3.00 5.00 8.00 12.00 0.00%
57 Russell County Russell 4.50 4.50 13.00 13.00 17.50 1.00%
58 Saint Clair County Saint Clair  4.50 6.00 10.50 3.00 3.00 13.50 1.00%
59 Shelby County Shelby 4.00 7.00 5.00 16.00 11.00 3.00 14.00 30.00 0.50%
60 Sumter County Sumter 10.80 10.80 3.00 3.00 13.80 1.00%
61 Talladega County Talladega 4.00 3.00 7.00 3.00 3.00 6.00 13.00 1.00%
62 Tallapoosa County Tallapoosa 4.50  4.50 3.00 7.50 10.50 15.00 1.00%
63 Tuscaloosa County Tuscaloosa 5.50 5.50 4.00 4.00 9.50 0.40%
64 Walker County Walker 5.00 5.00 3.00 3.00 8.00 2.00%
65 Washington County Washington 4.00 5.00 9.00 3.00 3.00 12.00 0.00%
66 Wilcox County Wilcox 7.00 7.00 3.00 3.00 10.00 3.00%
67 Winston County Winston 4.00 5.00 9.00 3.00 3.00 12.00 2.00%

County Mills

MILLS  OF  AD  VALOREM  TAX  FOR  2002-2003

        District Mills
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Appendix 8-2 (continued) 
Ad Valorem Tax Mills and Sales Tax Budgeted for FY 2002-2003 

 
A B C D E F G H I J K L M N O N

Num- Local School Type of City or System Sales
ber System LEA County Regular Special Special Special TOTAL Regular Special Special Special TOTAL County Total Tax

CITIES:
68  Albertville City Marshall 4.50 4.50 3.50 7.50 11.00 15.50 0.75%
69  Alexander City City Tallapoosa 4.50  4.50 3.00 7.50 10.50 15.00 1.00%
70  Andalusia City Covington 4.00 4.00 3.00 3.00 7.00 1.00%
71  Anniston City Calhoun 5.50 5.50 3.00 6.30 9.30 5.00 19.80 0.00%
72  Arab City Marshall 4.50  4.50 3.50 3.50 8.00 1.50%
73  Athens City Limestone 5.50 5.50 3.00 3.00 8.50 3.00%
74  Attalla City Etowah 6.00 6.00 3.40 5.60 9.00 15.00 1.00%
75  Auburn City Lee 4.00 1.00 5.00 3.00 11.00 14.00 5.00 24.00 1.00%
76  Bessemer City Jefferson 8.20 8.20  5.40  5.40 9.70 23.30 1.00%
77  Birmingham City Jefferson 8.20 8.20 12.80 7.00 19.80 2.80 30.80 0.00%
78  Brewton City Escambia 4.00 4.00 3.00 5.00 8.00 12.00 1.00%
79  Cullman City Cullman 4.00 4.00 3.00  3.00 10.50 17.50 0.00%
80  Daleville City Dale 5.00 5.00 3.00 3.00 8.00 1.33%
81  Decatur City Morgan 5.80 5.80 3.60 3.60 9.00 16.20 22.00 2.00%
82  Demopolis City Marengo 5.00 5.00 3.00 10.00 13.00 18.00 1.00%
83  Dothan City Houston 4.50 4.50 3.50 3.50 8.00 1.00%
84  Elba City Coffee 5.00 5.00 5.00 6.00 11.00 16.00 1.50%
85  Enterprise City Coffee 5.00 5.00 4.00 7.00 11.00 16.00 1.10%
86  Eufaula City Barbour 4.00 4.00 3.00 0.50 12.50 16.00 20.00 1.00%
87  Fairfield City Jefferson 8.20 8.20 5.80 20.10 25.90 34.10 0.00%
88  Florence City Lauderdale 1.80 5.20 7.00 7.00 7.00 4.00 18.00 25.00 2.00%
89  Fort Payne City Dekalb 4.00 4.00 10.50 10.50 14.50 1.00%
90  Gadsden City Etowah 6.00 6.00 10.00 6.00 16.00 22.00 1.00%
91  Geneva City Geneva 8.40 8.40 3.00 3.00 11.40 1.10%
92  Guntersville City Marshall 4.50  4.50 3.50 9.00 12.50 17.00 1.00%
93  Haleyville City Winston 4.00 5.00 9.00 3.00 3.00 12.00 2.00%
94  Hartselle City Morgan 5.80 5.80 11.30 11.30 17.10 1.00%
95  Homewood City Jefferson 8.20 8.20 5.50 9.60 15.10 14.20 37.50 1.00%
96  Hoover City Jefferson 8.20 8.20 13.90 24.00 37.90 46.10 1.00%
97  Huntsville City Madison 5.50 5.50 15.50 6.50 22.00 27.50 1.01%
98  Jacksonville City Calhoun 5.50 5.50 3.00 10.00 13.00 18.50 1.00%
99  Jasper City Walker 5.00 5.00 3.00 2.50 5.50 10.50 2.50%

100  Lanett City Chambers 6.60 6.60 4.10 4.10 10.70 1.00%
101  Linden City Marengo 5.00 5.00 3.00 3.00 8.00 1.00%
102  Madison City City Madison 5.50 5.50 4.00 17.50 21.50 27.00 0.60%
103  Midfield City Jefferson 8.20 8.20 6.00 10.50 16.50 24.70 0.00%
104  Mountain Brook City Jefferson 8.20 8.20 44.70 44.70 52.90 0.00%
105  Muscle Shoals City Colbert 4.00 4.00 3.00 13.00 16.00 20.00 1.00%
106  Oneonta City Blount 4.00  2.00 6.00 3.00 7.50 10.50 16.50 1.50%
107  Opelika City Lee 4.00 1.00 5.00 3.00 3.00 16.00 24.00 1.00%
108  Opp City Covington 4.00 4.00 3.00  3.00 5.00 12.00 0.00%
109  Oxford City Calhoun 5.50 5.50 3.00 10.00 13.00 18.50 0.00%
110  Ozark City Dale 5.00 5.00 4.00 7.00 7.00 18.00 23.00 1.00%
111  Pell City City Saint Clair  4.50 6.00 10.50 3.00 3.00 13.50 1.00%
112  Phenix City City Russell 4.50 4.50 4.00 13.00  17.00 3.00 24.50 1.00%
113  Piedmont City Calhoun 5.50 5.50 14.50 14.50 20.00 0.00%
114  Roanoke City Randolph 4.00 4.00 3.00 5.00 8.00 12.00 0.00%
115  Russellville City Franklin 5.50 5.50 4.50 4.50 7.80 17.80 0.00%
116  Scottsboro City Jackson 4.00 4.00 3.00 7.50 10.50 14.50 3.00%
117  Selma City Dallas 8.50 8.50 3.00 11.80 14.80 23.30 0.00%
117  Sheffield City Colbert 4.00 4.00 15.00 15.00 19.00 1.75%
118  Sylacauga City Talladega 4.00 3.00 7.00 3.00 3.00 10.00 1.00%
119  Talladega City Talladega 4.00 3.00 7.00 3.00 3.00 10.00 1.00%
120  Tallassee City Elmore 4.00  4.00 6.00 6.00 10.00 1.00%
122  Tarrant City Jefferson 8.20 8.20 6.80 11.20 18.00 26.20 0.22%
123  Thomasville City Clarke 7.50 5.00 12.50 3.00 3.00 15.50 1.00%
124  Troy City Pike 6.70 6.70 4.00 4.00 10.70 1.00%
125  Tuscaloosa City Tuscaloosa 5.50 5.50 4.00 5.50 6.00 15.50 21.00 0.80%
126  Tuscumbia City Colbert 4.00 4.00 3.00 3.00 7.50 13.50 3.00 20.50 1.00%
127  Vestavia Hills City Jefferson 8.20 8.20 15.10  15.10 28.75 52.05 0.10%
128  Winfield City Marion 4.00 4.00 3.00 10.00 13.00  17.00 1.80%

MILLS  OF  AD  VALOREM  TAX  FOR  2002-2003

County Mills         District Mills

Source:  State Department of Education, Supplemental Report II, FY 2002-2003  
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Appendix 8-3 
Schedule of Millage Rates for FY 2005 

 
 

Alabama State Department of Education 
Administrative and Financial Services 
             
        School System 
 
 

SCHEDULE OF MILLAGE RATES – FY 2005 
 
 
 
       Mills  Revenue Code 
 
A. County Ad Valorem, Regular   6010 
 
 
B. County Ad Valorem, Reappraisal   6020 
 
 
C. County Special Ad Valorem   6030 - 6089 
 
    
 
    
 
    
 
    
 
D. Other County Ad Valorem   6090 
 
 
E. District Ad Valorem, Regular   6210 
 
 
F.  District Ad Valorem, Reappraisal   6220 
 
 
G.  District Ad Valorem, Special   6230 
 
 
H.  Other District Ad Valorem   6290 
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Appendix 8-4 
Calculation Yield per Mill per ADM for FY 2003 

# SysID System

 Regular 
District Ad 
Valorem 

Mills 

 Regular District 
Ad Valorem 

Amount 

 Revenue Yield 
Per Regular 
District Mill 

 Rank of 
Yield Per 

Mill 
FY 2002-
03 ADM

Yield Per 
Mill Per 

ADM

Rank 
Yield Per 
Mill Per 

ADM
1 001 Autauga County 3.00  $     1,009,983.29 336,661.10$          22 9,082.50 37.07$        67
2 002 Baldwin County 3.00  $     6,465,625.88 2,155,208.63$       2 23,977.80 89.88$        2
3 003 Barbour County 3.00  $        209,372.98 69,790.99$            99 1,418.97 49.18$        33
4 004 Bibb County 3.00  $        306,046.04 102,015.35$          76 3,691.52 27.64$        99
5 005 Blount County 3.00  $        641,640.83 213,880.28$          38 7,708.20 27.75$        97
6 006 Bullock County 4.50  $        246,960.51 54,880.11$            107 1,826.82 30.04$        90
7 007 Butler County 12.00  $     1,778,983.25 148,248.60$          55 3,541.15 41.86$        51
8 008 Calhoun County 3.50  $        669,145.61 191,184.46$          44 9,039.68 21.15$        121
9 009 Chambers County 4.10  $        876,366.64 213,747.96$          39 4,400.05 48.58$        35
10 010 Cherokee County 3.00  $        438,003.69 146,001.23$          56 4,217.40 34.62$        74
11 011 Chilton County 3.00  $        808,083.35 269,361.12$          32 7,096.25 37.96$        61
12 012 Choctaw County 1.00  $        170,512.48 170,512.48$          50 2,144.52 79.51$        8
13 013 Clarke County 3.00  $        635,657.13 211,885.71$          41 3,559.58 59.53$        22
14 014 Clay County 3.00  $        193,648.38 64,549.46$            102 2,035.72 31.71$        86
15 015 Cleburne County 8.00  $        633,176.94 79,147.12$            90 2,613.95 30.28$        89
16 016 Coffee County 7.00  $        604,260.97 86,323.00$            87 1,956.43 44.12$        45
17 017 Colbert County 3.00  $        495,964.04 165,321.35$          51 3,268.47 50.58$        31
18 018 Conecuh County 3.00  $        185,734.14 61,911.38$            103 1,864.18 33.21$        82
19 019 Coosa County 8.00  $        745,115.94 93,139.49$            83 1,615.62 57.65$        24
20 020 Covington County 3.00  $        557,063.33 185,687.78$          46 3,221.62 57.64$        25
21 021 Crenshaw County 3.00  $        197,423.43 65,807.81$            100 2,377.32 27.68$        98
22 022 Cullman County 3.00  $        835,073.30 278,357.77$          29 9,756.98 28.53$        95
23 023 Dale County 4.00  $        560,211.79 140,052.95$          59 2,730.02 51.30$        30
24 024 Dallas County 3.00  $        367,465.73 122,488.58$          67 4,529.50 27.04$        101
25 025 DeKalb County 3.00  $        634,354.58 211,451.53$          42 8,110.97 26.07$        105
26 026 Elmore County 3.00  $     1,447,342.11 482,447.37$          14 10,684.45 45.15$        43
27 027 Escambia County 3.00  $        745,985.30 248,661.77$          35 4,612.55 53.91$        28
28 028 Etowah County 3.40  $     1,088,902.60 320,265.47$          24 8,524.40 37.57$        64
29 029 Fayette County 3.00  $        196,241.35 65,413.78$            101 2,658.40 24.61$        112
30 030 Franklin County 4.50  $        500,252.27 111,167.17$          70 3,013.77 36.89$        68
31 031 Geneva County 3.00  $        274,653.21 91,551.07$            85 2,729.40 33.54$        81
32 032 Greene County 3.00  $        305,800.15 101,933.38$          77 1,634.80 62.35$        15
33 033 Hale County 3.00  $        287,159.17 95,719.72$            80 3,319.08 28.84$        94
34 034 Henry County 3.00  $        330,050.14 110,016.71$          72 2,735.95 40.21$        52
35 035 Houston County 3.50  $     1,489,486.76 425,567.65$          16 6,197.58 68.67$        13
36 036 Jackson County 3.00  $        684,123.16 228,041.05$          37 6,125.40 37.23$        65
37 037 Jefferson County 21.90  $   40,286,275.26 1,839,555.95$       5 38,599.22 47.66$        39
38 038 Lamar County 3.00  $        276,407.95 92,135.98$            84 2,483.70 37.10$        66
39 039 Lauderdale County 4.00  $        951,484.04 237,871.01$          36 8,911.08 26.69$        103
40 040 Lawrence County 3.00  $        525,874.90 175,291.63$          48 5,786.67 30.29$        88
41 041 Lee County 3.00  $        902,008.07 300,669.36$          28 9,301.70 32.32$        84
42 042 Limestone County 3.00  $        815,503.76 271,834.59$          31 8,055.02 33.75$        79
43 043 Lowndes County 3.00  $        218,960.42 72,986.81$            94 2,451.70 29.77$        91
44 044 Macon County 3.00  $        257,461.37 85,820.46$            88 3,815.95 22.49$        119
45 045 Madison County 4.00  $     2,023,632.13 505,908.03$          13 17,078.42 29.62$        92
46 046 Marengo County 3.00  $        312,561.04 104,187.01$          75 1,678.60 62.07$        17
47 047 Marion County 3.00  $        427,540.79 142,513.60$          58 3,668.95 38.84$        58
48 048 Marshall County 13.00  $     4,049,739.53 311,518.43$          26 7,064.75 44.09$        46
49 049 Mobile County 3.50  $   11,449,868.70 3,271,391.06$       1 65,037.07 50.30$        32
50 050 Monroe County 6.00  $     1,025,039.93 170,839.99$          49 4,394.30 38.88$        57
51 051 Montgomery County 3.50  $     6,439,579.72 1,839,879.92$       4 32,691.03 56.28$        27
52 052 Morgan County 4.00  $     2,457,670.49 614,417.62$          11 7,574.45 81.12$        6
53 053 Perry County 5.00  $        268,896.06 53,779.21$            108 2,155.23 24.95$        111
54 054 Pickens County 4.00  $        504,876.46 126,219.12$          65 3,317.35 38.05$        60
55 055 Pike County 3.00  $        226,468.12 75,489.37$            92 2,135.12 35.36$        71
56 056 Randolph County 3.00  $        416,137.69 138,712.56$          60 2,273.42 61.01$        20
57 057 Russell County 13.00  $     1,238,751.94 95,288.61$            81 3,660.72 26.03$        106
58 058 Saint Clair County 3.00  $     1,063,459.27 354,486.42$          20 7,355.25 48.20$        36
59 059 Shelby County 11.00  $   15,145,745.21 1,376,885.93$       7 22,697.20 60.66$        21
60 060 Sumter County 3.00  $        281,646.41 93,882.14$            82 2,623.92 35.78$        70
61 061 Talladega County 3.00  $     1,413,164.21 471,054.74$          15 7,701.97 61.16$        19
62 062 Tallapoosa County 3.00  $        430,980.12 143,660.04$          57 3,400.38 42.25$        50
63 063 Tuscaloosa County 4.00  $     2,868,542.91 717,135.73$          9 16,122.52 44.48$        44
64 064 Walker County 3.00  $        977,551.10 325,850.37$          23 8,258.60 39.46$        54
65 065 Washington County 3.00  $        948,262.47 316,087.49$          25 3,572.30 88.48$        3
66 066 Wilcox County 3.00  $        341,691.09 113,897.03$          69 2,373.98 47.98$        38
67 067 Winston County 3.00  $        376,890.01 125,630.00$          66 2,759.02 45.53$        42  
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Appendix 8-4 (continued) 
Calculation of Yield Per Mill for FY 2003 

# SysID System

 Regular 
District Ad 
Valorem 

Mills 

 Regular District 
Ad Valorem 

Amount 

 Revenue Yield 
Per Regular 
District Mill 

 Rank of 
Yield Per 

Mill 
FY 2002-
03 ADM

Yield Per 
Mill Per 

ADM

Rank 
Yield Per 
Mill Per 

ADM
68 101 Albertville City 3.50  $        481,928.48 137,693.85$          62 3,655.65 37.67$        62
69 102 Alexander City 3.00  $        554,103.75 184,701.25$          47 3,547.35 52.07$        29
70 104 Andalusia City 3.00  $        218,682.82 72,894.27$            95 1,697.47 42.94$        49
71 105 Anniston City 3.00  $        641,156.90 213,718.97$          40 2,677.52 79.82$        7
72 106 Arab City 3.50  $        245,710.59 70,203.03$            98 2,703.65 25.97$        107
73 107 Athens City 3.00  $        489,397.09 163,132.36$          52 2,762.77 59.05$        23
74 109 Attalla City 3.40  $        102,286.20 30,084.18$            118 1,932.80 15.57$        126
75 110 Auburn City 3.00  $        927,223.71 309,074.57$          27 4,695.32 65.83$        14
76 113 Bessemer City 5.40  $        849,654.80 157,343.48$          53 4,177.85 37.66$        63
77 114 Birmingham City 19.80  $   42,257,713.77 2,134,227.97$       3 34,274.60 62.27$        16
78 116 Brewton City 3.00  $        144,405.05 48,135.02$            112 1,379.68 34.89$        73
79 125 Cullman City 3.00  $        592,201.94 197,400.65$          43 2,660.80 74.19$        10
80 126 Daleville City 3.00  $          80,619.18 26,873.06$            123 1,589.87 16.90$        125
81 127 Decatur City 3.60  $     1,506,105.04 418,362.51$          17 8,805.60 47.51$        40
82 128 Demopolis City 3.00  $        180,926.30 60,308.77$            104 2,246.40 26.85$        102
83 130 Dothan City 3.50  $     1,817,559.18 519,302.62$          12 9,011.60 57.63$        26
84 131 Elba City 5.00  $        131,036.83 26,207.37$            124 986.95 26.55$        104
85 132 Enterprise City 4.00  $        524,749.64 131,187.41$          64 5,382.30 24.37$        114
86 133 Eufaula City 3.00  $        315,192.13 105,064.04$          74 2,871.92 36.58$        69
87 137 Fairfield City 5.80  $        340,249.38 58,663.69$            105 2,317.87 25.31$        110
88 141 Florence City 7.00  $     1,782,720.80 254,674.40$          34 4,145.40 61.44$        18
89 143 Fort Payne City 10.50  $     1,395,051.18 132,862.02$          63 2,723.65 48.78$        34
90 144 Gadsden City 10.00  $     2,662,245.51 266,224.55$          33 5,544.65 48.01$        37
91 146 Geneva City 3.00  $          80,906.72 26,968.91$            122 1,278.45 21.10$        122
92 154 Guntersville City 3.50  $        297,758.10 85,073.74$            89 1,819.45 46.76$        41
93 155 Haleyville City 3.00  $          78,040.94 26,013.65$            125 1,707.75 15.23$        127
94 156 Hartselle City 11.30  $        799,542.76 70,756.00$            97 3,082.23 22.96$        118
95 157 Homewood City 5.50  $     2,097,054.42 381,282.62$          19 3,268.30 116.66$      1
96 158 Hoover City 10.98  $   10,763,636.94 980,294.80$          8 11,134.77 88.04$        4
97 159 Huntsville City 15.50  $   24,275,691.38 1,566,173.64$       6 22,573.02 69.38$        11
98 162 Jacksonville City 3.00  $        165,303.17 55,101.06$            106 1,702.70 32.36$        83
99 163 Jasper City 3.00  $        271,036.45 90,345.48$            86 2,689.02 33.60$        80
100 165 Lanett City 4.10  $        142,059.50 34,648.66$            115 1,016.42 34.09$        77
101 168 Linden City 3.00  $          60,118.23 20,039.41$            128 579.60 34.57$        75
102 169 Madison City 4.00  $     1,105,197.44 276,299.36$          30 6,934.75 39.84$        53
103 171 Midfield City 6.00  $        168,741.63 28,123.61$            121 1,171.43 24.01$        115
104 175 Mountain Brook City 44.70  $   15,514,822.13 347,087.74$          21 4,150.35 83.63$        5
105 176 Muscle Shoals City 3.00  $        299,443.00 99,814.33$            78 2,549.32 39.15$        55
106 178 Oneonta City 3.00  $        152,256.33 50,752.11$            111 1,298.60 39.08$        56
107 179 Opelika City 3.00  $        566,824.52 188,941.51$          45 4,372.62 43.21$        48
108 180 Opp City 3.00  $          97,917.25 32,639.08$            117 1,389.35 23.49$        116
109 181 Oxford City 3.00  $        352,237.72 117,412.57$          68 3,735.27 31.43$        87
110 182 Ozark City 4.00  $        289,509.02 72,377.26$            96 2,789.77 25.94$        108
111 183 Pell City 3.00  $        415,410.21 138,470.07$          61 4,015.02 34.49$        76
112 184 Phenix City 4.00  $        619,734.59 154,933.65$          54 5,318.70 29.13$        93
113 185 Piedmont City 14.50  $        424,088.75 29,247.50$            120 1,048.95 27.88$        96
114 188 Roanoke City 3.00  $        100,980.49 33,660.16$            116 1,440.65 23.36$        117
115 189 Russellville City 4.50  $        230,112.29 51,136.06$            110 2,348.82 21.77$        120
116 190 Scottsboro City 3.00  $        291,448.21 97,149.40$            79 2,772.95 35.03$        72
117 191 Selma City 3.00  $        331,494.74 110,498.25$          71 4,079.35 27.09$        100
118 192 Sheffield City 15.00  $        621,161.73 41,410.78$            113 1,305.97 31.71$        85
119 193 Sylacauga City 3.00  $        235,318.73 78,439.58$            91 2,317.65 33.84$        78
120 194 Talladega City 3.00  $        224,262.99 74,754.33$            93 2,920.00 25.60$        109
121 195 Tallassee City 9.00  $        208,063.23 23,118.14$            127 1,891.10 12.22$        128
122 197 Tarrant City 6.80  $        362,400.35 53,294.17$            109 1,374.55 38.77$        59
123 198 Thomasville City 3.00  $          88,881.33 29,627.11$            119 1,646.48 17.99$        124
124 199 Troy City 4.00  $        422,671.25 105,667.81$          73 2,402.10 43.99$        47
125 200 Tuscaloosa City 4.00  $     2,731,153.68 682,788.42$          10 9,932.57 68.74$        12
126 201 Tuscumbia City 3.00  $        104,938.99 34,979.66$            114 1,425.22 24.54$        113
127 202 Vestavia Hills City 15.10  $     5,976,358.54 395,785.33$          18 5,222.03 75.79$        9
128 204 Winfield City 3.00  $          74,130.57 24,710.19$            126 1,306.60 18.91$        123

n/a 255,820,170.23$  35,111,437.73$     n/a 730,824.14 48.04$        n/a  
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Appendix 8-5 
Calculation of Equivalent Mills for FY 2003 

# SysID System

Regular 
District Ad 
Valorem 

Mills

 Regular District 
Ad Valorem 

Amount 

 Revenue Per 
Regular District 

Mill 
 Local Tax 
Revenues 

 Local 
Payments of 

Behalf of 
School System 

 Total Local Tax 
Revenues and 
Payments on 

Behalf Of School 
System 

FY 2003 
Mills 

Equivalent

FY 2003 
Mills 

Equivalent 
Rank

1 001 Autauga County 3.00  $     1,009,983.29  $        336,661.10  $        4,611,207.64    $        4,611,207.64 13.70 123
2 002 Baldwin County 3.00  $     6,465,625.88  $     2,155,208.63  $      55,405,857.54    $      55,405,857.54 25.71 74
3 003 Barbour County 3.00  $        209,372.98  $          69,790.99  $        1,244,762.41    $        1,244,762.41 17.84 108
4 004 Bibb County 3.00  $        306,046.04  $        102,015.35  $        1,301,503.21    $        1,301,503.21 12.76 125
5 005 Blount County 3.00  $        641,640.83  $        213,880.28  $        4,872,995.93  $      30,729.60  $        4,903,725.53 22.93 84
6 006 Bullock County 4.50  $        246,960.51  $          54,880.11  $        1,184,500.29    $        1,184,500.29 21.58 88
7 007 Butler County 12.00  $     1,778,983.25  $        148,248.60  $        2,556,637.53    $        2,556,637.53 17.25 111
8 008 Calhoun County 3.50  $        669,145.61  $        191,184.46  $        7,098,831.81    $        7,098,831.81 37.13 48
9 009 Chambers County 4.10  $        876,366.64  $        213,747.96  $        4,210,848.20    $        4,210,848.20 19.70 98
10 010 Cherokee County 3.00  $        438,003.69  $        146,001.23  $        3,822,704.05    $        3,822,704.05 26.18 71
11 011 Chilton County 3.00  $        808,083.35  $        269,361.12  $        5,039,708.46    $        5,039,708.46 18.71 105
12 012 Choctaw County 1.00  $        170,512.48  $        170,512.48  $        1,718,460.88    $        1,718,460.88 10.08 128
13 013 Clarke County 3.00  $        635,657.13  $        211,885.71  $        3,287,370.89    $        3,287,370.89 15.51 117
14 014 Clay County 3.00  $        193,648.38  $          64,549.46  $        1,336,499.88    $        1,336,499.88 20.71 91
15 015 Cleburne County 8.00  $        633,176.94  $          79,147.12  $        1,419,861.54    $        1,419,861.54 17.94 107
16 016 Coffee County 7.00  $        604,260.97  $          86,323.00  $        2,173,580.98    $        2,173,580.98 25.18 76
17 017 Colbert County 3.00  $        495,964.04  $        165,321.35  $        5,533,085.47    $        5,533,085.47 33.47 59
18 018 Conecuh County 3.00  $        185,734.14  $          61,911.38  $        1,615,496.13    $        1,615,496.13 26.09 72
19 019 Coosa County 8.00  $        745,115.94  $          93,139.49  $        1,130,928.40    $        1,130,928.40 12.14 127
20 020 Covington County 3.00  $        557,063.33  $        185,687.78  $        2,567,913.11    $        2,567,913.11 13.83 122
21 021 Crenshaw County 3.00  $        197,423.43  $          65,807.81  $        1,245,451.56    $        1,245,451.56 18.93 101
22 022 Cullman County 3.00  $        835,073.30  $        278,357.77  $        7,091,804.88  $    124,969.52  $        7,216,774.40 25.93 73
23 023 Dale County 4.00  $        560,211.79  $        140,052.95  $        2,822,537.74    $        2,822,537.74 20.15 94
24 024 Dallas County 3.00  $        367,465.73  $        122,488.58  $        2,255,522.22    $        2,255,522.22 18.41 106
25 025 DeKalb County 3.00  $        634,354.58  $        211,451.53  $        6,021,805.07    $        6,021,805.07 28.48 65
26 026 Elmore County 3.00  $     1,447,342.11  $        482,447.37  $        7,701,630.43    $        7,701,630.43 15.96 114
27 027 Escambia County 3.00  $        745,985.30  $        248,661.77  $        4,674,564.32    $        4,674,564.32 18.80 103
28 028 Etowah County 3.40  $     1,088,902.60  $        320,265.47  $        5,324,262.40    $        5,324,262.40 16.62 112
29 029 Fayette County 3.00  $        196,241.35  $          65,413.78  $        2,645,664.99    $        2,645,664.99 40.45 39
30 030 Franklin County 4.50  $        500,252.27  $        111,167.17  $        2,217,168.80    $        2,217,168.80 19.94 96
31 031 Geneva County 3.00  $        274,653.21  $          91,551.07  $        1,605,450.26  $        7,069.10  $        1,612,519.36 17.61 110
32 032 Greene County 3.00  $        305,800.15  $        101,933.38  $        2,065,997.43    $        2,065,997.43 20.27 93
33 033 Hale County 3.00  $        287,159.17  $          95,719.72  $        1,372,267.30    $        1,372,267.30 14.34 120
34 034 Henry County 3.00  $        330,050.14  $        110,016.71  $        2,343,141.98    $        2,343,141.98 21.30 90
35 035 Houston County 3.50  $     1,489,486.76  $        425,567.65  $        6,678,458.70    $        6,678,458.70 15.69 116
36 036 Jackson County 3.00  $        684,123.16  $        228,041.05  $        5,671,653.74    $        5,671,653.74 24.87 77
37 037 Jefferson County 21.90  $   40,286,275.26  $     1,839,555.95  $      65,255,643.89    $      65,255,643.89 35.47 55
38 038 Lamar County 3.00  $        276,407.95  $          92,135.98  $        1,630,183.80    $        1,630,183.80 17.69 109
39 039 Lauderdale County 4.00  $        951,484.04  $        237,871.01  $        9,386,570.60    $        9,386,570.60 39.46 41
40 040 Lawrence County 3.00  $        525,874.90  $        175,291.63  $        6,263,717.21    $        6,263,717.21 35.73 53
41 041 Lee County 3.00  $        902,008.07  $        300,669.36  $      14,618,416.21    $      14,618,416.21 48.62 20
42 042 Limestone County 3.00  $        815,503.76  $        271,834.59  $      11,135,444.37    $      11,135,444.37 40.96 38
43 043 Lowndes County 3.00  $        218,960.42  $          72,986.81  $        1,439,012.38    $        1,439,012.38 19.72 97
44 044 Macon County 3.00  $        257,461.37  $          85,820.46  $        3,124,839.61    $        3,124,839.61 36.41 51
45 045 Madison County 4.00  $     2,023,632.13  $        505,908.03  $      25,185,690.37    $      25,185,690.37 49.78 17
46 046 Marengo County 3.00  $        312,561.04  $        104,187.01  $        1,418,050.71    $        1,418,050.71 13.61 124
47 047 Marion County 3.00  $        427,540.79  $        142,513.60  $        2,108,962.61    $        2,108,962.61 14.80 118
48 048 Marshall County 13.00  $     4,049,739.53  $        311,518.43  $        8,490,019.87    $        8,490,019.87 27.25 69
49 049 Mobile County 3.50  $   11,449,868.70  $     3,271,391.06  $      79,629,786.38    $      79,629,786.38 24.34 78
50 050 Monroe County 6.00  $     1,025,039.93  $        170,839.99  $        2,825,496.36    $        2,825,496.36 16.54 113
51 051 Montgomery County 3.50  $     6,439,579.72  $     1,839,879.92  $      36,957,173.93    $      36,957,173.93 20.09 95
52 052 Morgan County 4.00  $     2,457,670.49  $        614,417.62  $      18,171,914.15    $      18,171,914.15 29.58 64
53 053 Perry County 5.00  $        268,896.06  $          53,779.21  $        1,090,178.51    $        1,090,178.51 20.27 92
54 054 Pickens County 4.00  $        504,876.46  $        126,219.12  $        1,829,959.46    $        1,829,959.46 14.50 119
55 055 Pike County 3.00  $        226,468.12  $          75,489.37  $        3,184,839.90    $        3,184,839.90 42.19 36
56 056 Randolph County 3.00  $        416,137.69  $        138,712.56  $        2,183,790.77    $        2,183,790.77 15.74 115
57 057 Russell County 13.00  $     1,238,751.94  $          95,288.61  $        4,105,922.73    $        4,105,922.73 43.09 33
58 058 Saint Clair County 3.00  $     1,063,459.27  $        354,486.42  $        6,859,981.47    $        6,859,981.47 19.35 99  
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Appendix 8-5 (continued) 
Calculation of Equivalent Mills for FY 2003 

# SysID System

Regular 
District Ad 
Valorem 

Mills

 Regular District 
Ad Valorem 

Amount 

 Revenue Per 
Regular District 

Mill 
 Local Tax 
Revenues 

 Local 
Payments of 

Behalf of 
School System 

 Total Local Tax 
Revenues and 
Payments on 

Behalf Of School 
System 

FY 2003 
Mills 

Equivalent

FY 2003 
Mills 

Equivalent 
Rank

68 101 Albertville City 3.50  $        481,928.48  $        137,693.85  $        4,179,724.14  $ 1,000,843.35  $        5,180,567.49 37.62 47
69 102 Alexander City 3.00  $        554,103.75  $        184,701.25  $        4,461,218.20  $ 1,272,368.00  $        5,733,586.20 31.04 63
70 104 Andalusia City 3.00  $        218,682.82  $          72,894.27  $        1,944,674.45  $    500,000.00  $        2,444,674.45 33.54 58
71 105 Anniston City 3.00  $        641,156.90  $        213,718.97  $        3,057,741.89    $        3,057,741.89 14.31 121
72 106 Arab City 3.50  $        245,710.59  $          70,203.03  $        2,185,990.33    $        2,185,990.33 31.14 61
73 107 Athens City 3.00  $        489,397.09  $        163,132.36  $        6,786,574.00  $ 1,392,490.04  $        8,179,064.04 50.14 15
74 109 Attalla City 3.40  $        102,286.20  $          30,084.18  $        1,308,748.33    $        1,308,748.33 43.50 31
75 110 Auburn City 3.00  $        927,223.71  $        309,074.57  $      14,299,946.01    $      14,299,946.01 46.27 25
76 113 Bessemer City 5.40  $        849,654.80  $        157,343.48  $        6,799,496.50  $ 1,009,087.50  $        7,808,584.00 49.63 19
77 114 Birmingham City 19.80  $   42,257,713.77  $     2,134,227.97  $      71,292,921.15    $      71,292,921.15 33.40 60
78 116 Brewton City 3.00  $        144,405.05  $          48,135.02  $        2,299,899.97    $        2,299,899.97 47.78 22
79 125 Cullman City 3.00  $        592,201.94  $        197,400.65  $        3,730,446.18    $        3,730,446.18 18.90 102
80 126 Daleville City 3.00  $          80,619.18  $          26,873.06  $        1,016,595.06    $        1,016,595.06 37.83 46
81 127 Decatur City 3.60  $     1,506,105.04  $        418,362.51  $      27,257,561.31    $      27,257,561.31 65.15 3
82 128 Demopolis City 3.00  $        180,926.30  $          60,308.77  $        2,334,982.74    $        2,334,982.74 38.72 45
83 130 Dothan City 3.50  $     1,817,559.18  $        519,302.62  $      12,309,085.52  $        3,456.33  $      12,312,541.85 23.71 80
84 131 Elba City 5.00  $        131,036.83  $          26,207.37  $        1,055,359.97    $        1,055,359.97 40.27 40
85 132 Enterprise City 4.00  $        524,749.64  $        131,187.41  $        6,142,111.72    $        6,142,111.72 46.82 24
86 133 Eufaula City 3.00  $        315,192.13  $        105,064.04  $        4,101,204.28    $        4,101,204.28 39.04 42
87 137 Fairfield City 5.80  $        340,249.38  $          58,663.69  $        2,591,125.50    $        2,591,125.50 44.17 29
88 141 Florence City 7.00  $     1,782,720.80  $        254,674.40  $      10,986,833.15    $      10,986,833.15 43.14 32
89 143 Fort Payne City 10.50  $     1,395,051.18  $        132,862.02  $        2,560,018.15    $        2,560,018.15 19.27 100
90 144 Gadsden City 10.00  $     2,662,245.51  $        266,224.55  $        6,185,226.64    $        6,185,226.64 23.23 83
91 146 Geneva City 3.00  $          80,906.72  $          26,968.91  $        1,392,177.22    $        1,392,177.22 51.62 11
92 154 Guntersville City 3.50  $        297,758.10  $          85,073.74  $        3,896,112.32    $        3,896,112.32 45.80 26
93 155 Haleyville City 3.00  $          78,040.94  $          26,013.65  $        1,654,408.58    $        1,654,408.58 63.60 4
94 156 Hartselle City 11.30  $        799,542.76  $          70,756.00  $        5,320,415.22    $        5,320,415.22 75.19 1
95 157 Homewood City 5.50  $     2,097,054.42  $        381,282.62  $      19,440,960.11    $      19,440,960.11 50.99 12
96 158 Hoover City 10.98  $   10,763,636.94  $        980,294.80  $      49,764,888.98    $      49,764,888.98 50.77 13
97 159 Huntsville City 15.50  $   24,275,691.38  $     1,566,173.64  $      55,911,035.84    $      55,911,035.84 35.70 54
98 162 Jacksonville City 3.00  $        165,303.17  $          55,101.06  $        1,324,459.65    $        1,324,459.65 24.04 79
99 163 Jasper City 3.00  $        271,036.45  $          90,345.48  $        4,862,856.84    $        4,862,856.84 53.83 10

100 165 Lanett City 4.10  $        142,059.50  $          34,648.66  $        1,077,860.64    $        1,077,860.64 31.11 62
101 168 Linden City 3.00  $          60,118.23  $          20,039.41  $           449,853.30    $           449,853.30 22.45 86
102 169 Madison City 4.00  $     1,105,197.44  $        276,299.36  $      13,776,856.66    $      13,776,856.66 49.86 16
103 171 Midfield City 6.00  $        168,741.63  $          28,123.61  $        1,032,746.38    $        1,032,746.38 36.72 50
104 175 Mountain Brook City 44.70  $   15,514,822.13  $        347,087.74  $      17,510,408.57    $      17,510,408.57 50.45 14
105 176 Muscle Shoals City 3.00  $        299,443.00  $          99,814.33  $        4,812,103.50    $        4,812,103.50 48.21 21
106 178 Oneonta City 3.00  $        152,256.33  $          50,752.11  $        1,295,187.28    $        1,295,187.28 25.52 75
107 179 Opelika City 3.00  $        566,824.52  $        188,941.51  $        7,367,130.56  $ 2,012,743.24  $        9,379,873.80 49.64 18
108 180 Opp City 3.00  $          97,917.25  $          32,639.08  $        1,167,895.68    $        1,167,895.68 35.78 52
109 181 Oxford City 3.00  $        352,237.72  $        117,412.57  $        2,578,028.02    $        2,578,028.02 21.96 87
110 182 Ozark City 4.00  $        289,509.02  $          72,377.26  $        2,824,495.59  $        2,824,495.59 39.02 43
111 183 Pell City 3.00  $        415,410.21  $        138,470.07  $        3,838,067.21    $        3,838,067.21 27.72 67
112 184 Phenix City 4.00  $        619,734.59  $        154,933.65  $        7,088,072.81    $        7,088,072.81 45.75 27
113 185 Piedmont City 14.50  $        424,088.75  $          29,247.50  $           661,182.79    $           661,182.79 22.61 85
114 188 Roanoke City 3.00  $        100,980.49  $          33,660.16  $           918,628.08    $           918,628.08 27.29 68
115 189 Russellville City 4.50  $        230,112.29  $          51,136.06  $        2,761,391.15    $        2,761,391.15 54.00 9
116 190 Scottsboro City 3.00  $        291,448.21  $          97,149.40  $        5,636,905.32  $ 1,147,085.00  $        6,783,990.32 69.83 2
117 191 Selma City 3.00  $        331,494.74  $        110,498.25  $        3,084,297.66    $        3,084,297.66 27.91 66
118 192 Sheffield City 15.00  $        621,161.73  $          41,410.78  $        2,530,376.90    $        2,530,376.90 61.10 6
119 193 Sylacauga City 3.00  $        235,318.73  $          78,439.58  $        3,314,455.28    $        3,314,455.28 42.25 35
120 194 Talladega City 3.00  $        224,262.99  $          74,754.33  $        3,163,946.95  $      39,500.00  $        3,203,446.95 42.85 34
121 195 Tallassee City 9.00  $        208,063.23  $          23,118.14  $        1,275,315.72  $        1,275,315.72 55.17 8
122 197 Tarrant City 6.80  $        362,400.35  $          53,294.17  $        2,202,494.36    $        2,202,494.36 41.33 37
123 198 Thomasville City 3.00  $          88,881.33  $          29,627.11  $        1,387,255.17    $        1,387,255.17 46.82 23
124 199 Troy City 4.00  $        422,671.25  $        105,667.81  $        3,555,704.92    $        3,555,704.92 33.65 57
125 200 Tuscaloosa City 4.00  $     2,731,153.68  $        682,788.42  $      29,776,037.55  $    128,914.00  $      29,904,951.55 43.80 30  
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Appendix 8-6 
Supplemental Report Number II to General Purpose Financial Statement 
Alabama State Department of Education                                                       LEA___________________________________ 
Attachment to GPFS FY 03 

 
SUPPLEMENTAL REPORT II 

 
A.  LOCAL FUNDS EQUIVALENT TO 10 MILLS 
Act 95-314, Section 16-13-231 of Code of Alabama requires that local support for schools must be funded at an amount 
equivalent to 10 mills of ad valorem tax.  In order to review the condition of local funding, the following outline should be 
used. 
 
Data from the 2002-03 General Purpose Financial Statement must be used in completing this section. 
 
1.  Amount of Regular District Ad Valorem Tax (code 6210).......................................    $__________________ 
2.  Number of Mills of Regular District Ad Valorem Tax.............................................. $ __________________ 
3.  Value of 1 Mill (Divide Item 1 by Item 2)................................................................    $__________________ 
4.  Value of 10 Mills (Item 3 times 10)..........................................................................    $__________________ 
5.  Local Effort 
     a.  Total County Tax Revenues...(codes 6010 – 6190)..............................................    $__________________ 
     b.  Total District Tax Revenues...(codes 6210 – 6390)..….........................................    $__________________ 
     c.  Other Local Governmental Revenue...(codes 6510 – 6590)..................................    $__________________ 
     d.  Total Local Governmental Effort (must be equal to or greater than Item 4). ...... $__________________ 
 
B.  SCHEDULE OF LOCAL GOVERNMENTAL TAX REVENUE SOURCES FY 03 
      Instructions:  Complete the millage and rates for all revenue sources applicable to your school system. 
 

 Revenue Codes                                      Revenues   Mills/Rate 
 

  County Tax Revenues 
6010    County Regular Ad Valorem    
6020   County Reappraisal Ad Valorem    
6030    County Special Ad Valorem    
6040    County Special Ad Valorem    
6050     County Special Ad Valorem    
6060   County Special Ad Valorem    
6090   Other County Ad Valorem Taxes    
6095   Business Privilege Tax                                                              
6110    County Sales Tax    
6120                                  County Sales & Use Tax-Motor Vehicles                                
6130   County Gasoline Tax    
6140   County Alcohol Beverage Tax    
6160   County Tobacco Tax    
6170   County Mineral Lease Docum. Tax    
6180   County Severance Tax    
6190   Other County Tax    
  District Tax Revenues 
6210   District Regular Ad Valorem    
6220   District Reappraisal Ad Valorem    
6230   District Special Ad Valorem    
6290  Other District Ad Valorem Taxes    
6310  District Sales Tax    
6330  District Gasoline Tax    
6340  District Alcohol Beverage Tax    
6350                                  Amusement Tax                                          
6360  District Tobacco Tax    
6370  Helping Schools-Vehicle Tags    
6380  Manufactured Homes-Registration Fee    
6390  Other District Tax    
 Other Local Government Revenue 
6510   County Commission Appropriations    
6520   City Council Appropriations    
6530   Pari-mutuel Betting    
6540                               TVA In Lieu of Taxes    
6550                                      Revenue in Lieu of Taxes                                                     
6590   Other Local Government Taxes    
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Appendix 8-7 
Coding Adjustments for Equivalent Mills 

 
FUND TYPE & ACCOUNT GROUP COMPONENT 

GOVERNMENTAL FUND TYPES    (10-19) 
General      11 
Special Revenue     12 
Debt Service     13 

 Capital Projects     14 
------------------------------------------------------------------------------------------------------------------------------------------------------

REVENUE / FUND TYPE CODING 
LOCAL SOURCES (6000-7999)     FUND TYPE 
 County Tax Revenues (6010-6199)               11 or designated fund 

County Regular Ad Valorem        ____Mills  6010 
County Reappraisal Ad Valorem  ____Mills  6020 

  County Special Ad Valorem         ____Mills  6030-6089 
  Other County Ad Valorem Taxes   6090 
  Business Privilege Tax   6095 
  County Sales Tax  ____%  6110 
  County Sales & Use Tax-Motor Vehicle & Boats  6120 
  County Gasoline Tax  6130 
  County Alcohol Beverage Tax  6140 
  County Tobacco Tax  6160 
  County Mineral Lease Documentary Tax  6170 
  County Severance Tax   6180 
  Other County Tax   6190 
 District Tax Revenues (6200-6399)             11 or designated fund 
  District Regular Ad Valorem         ____Mills  6210 
  District Reappraisal Ad Valorem  ____Mills  6220 
  District Special Ad Valorem         ____Mills  6230 
  Other District Ad Valorem Taxes   6290 
  District Sales Tax ____%  6310 
  District Gasoline Tax   6330 
  District Alcohol Beverage Tax   6340 
  Amusement Tax  6350 
  District Tobacco Tax  6360 
  Helping Schools-Vehicles Tags  6370 
  Manufactured Homes-Registration Fee  6380 
  Other District Tax  6390 
 Other Local Government Revenue (6500-6599)             11 or designated fund 
  County Commission Appropriations  6510 
  City Council Appropriations  6520 
  Pari-mutuel Betting  6530 
  TVA  In Lieu of Taxes  6540 
  Revenue in Lieu of Taxes  6550 
  Other Local Government Taxes  6590 
------------------------------------------------------------------------------------------------------------------------------------------------------ 
OTHER SOURCES (8000-8999) 

Other Sources Fund Source - Default  8001 
Intermediate Sources (8100-8899) 

Intermediate Sources on Behalf of School System  8400-8499 
State Sources for Payments on Behalf   8410 * Fund Receiving Benefits 
Federal Sources for Payments on Behalf  8420 * Fund Receiving Benefits 
E-Rate/SLC Payments on Behalf    8425 
Local Sources for Payments on Behalf  8430 * Fund Receiving Benefits 

 
  

    
  210        
     



Alabama Public School Finance Reference 
Revenues - Local Ad Valorem Taxes 
 
 

Appendix 8-8 
Annual Reappraisal Implementation Schedule 

 
 

Implementation Implementation Implementation Implementation Implementation
2004 2005 2006 2007 2008

Autauga Barbour Blount Bibb Choctaw
Baldwin Calhoun Bullock Cherokee Clay
Cullman Chambers Butler Chilton Cleburne
Elmore Clarke Coffee Crenshaw Conecuh

Houston Geneva Colbert Dale Montgomery
Jefferson Jackson Coosa Dallas Randolph

Lee Lawrence Covington Fayette Tallapoosa
Mobile Limestone Dekalb Lamar Washington
Morgan Macon Escambia Lauderdale
Shelby Madison Etowah Perry

Marion Franklin Pickens
Marshall Greene Pike
Monroe Hale Walker
Russell Henry Winston
St. Clair Lowndes

Talladega Marengo
Tuscaloosa Sumter

Wilcox
10 17 18 14 8

Annual Reappraisal Implementation Schedule
Ordered 3/28/2003
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Appendix 8-9 
Authorizations for Local School Ad Valorem Taxes 

Section 269
Amendment  

3
Amendment   

3
Amendment 

202
Amendment 

382
Boundary Countywide Countywide School District Countywide School District
Rate 1.0                   3.0                   3.0                   5.0                   3.0                   
Referendu
m Required  Yes  Yes  Yes  Yes  Yes 
Method Petition of 200 

qualified voters
Petition of 200 
qualified voters

Resolution of 
School Board

Resolution of 
School Board

Resolution of 
School Board

Time 30 Years 
Maximum

30 Years 
Maximum

30 Years 
Maximum

30 Years 
Maximum

30 Years 
Maximum

Purpose
Any Educational 

Purpose
Any Educational 

Purpose
Any Educational 

Purpose
Any Educational 

Purpose
Any Educational 

Purpose

1.  Jefferson County
2.  Mobile County
3.  Others?

1.  Rates which are subject to local referendum
2.  Rates which are levied in perpetuity

Constitution of 1901 As Amended
I.  General Constitutional Authorization for School Ad Valorem Taxes

II.  Rate of Above As Amended Under Provisions of Amendment 373
Constitution of 1901 As Amended

1.  The rate of any ad valorem taxes above may have been increased or decreased in increments 
of 1/10th at the time of implemention in 1978 or a couple of years thereafter.

2.  The rate of any ad valorem tax above may have been increased by the constitutional 
amendatory process defined in Amendment 373 (f).

III.  Rates Levied Prior to Approval of Constitution of 1901
But Which Were Grandfathered in Perpetuity

VI.  General Municipal Ad Valorem Millages Which Have Been Earmarked
for Public Schools of the Municipality

3.  Calhoun County School Tax Millages which have constitutionally been redesignated to be 
levied in perpetuity.

IV.  Local Application Constitutional Amendments
Which Authorize Ad Valorem Taxes for One School System

V.  General County Ad Valorem Millages Which Have Been Earmarked
for Public Schools of the County
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Appendix 8-10 
Foundation Program Cost Ratio 

#

County 
System 
Number County Name

System 
Number System Name

Foundation 
Program Cost 

Ratio
1 001 Autauga Co 001 Autauga County 1.00000000
2 002 Baldwin Co 002 Baldwin County 1.00000000
3 003 Barbour Co 003 Barbour County 0.33767330
4 003 Barbour Co 133 Eufaula City 0.66232670
5 004 Bibb Co 004 Bibb County 1.00000000
6 005 Blount Co 005 Blount County 0.85592970
7 005 Blount Co 178 Oneonta City 0.14407030
8 006 Bullock Co 006 Bullock County 1.00000000
9 007 Butler Co 007 Butler County 1.00000000
10 008 Calhoun Co 162 Jacksonville City 0.09449370
11 008 Calhoun Co 185 Piedmont City 0.05841390
12 008 Calhoun Co 105 Anniston City 0.14811120
13 008 Calhoun Co 008 Calhoun County 0.49677600
14 008 Calhoun Co 181 Oxford City 0.20220510
15 009 Chambers Co 009 Chambers County 0.81149650
16 009 Chambers Co 165 Lanett City 0.18850350
17 010 Cherokee Co 010 Cherokee County 1.00000000
18 011 Chilton Co 011 Chilton County 1.00000000
19 012 Choctaw Co 012 Choctaw County 1.00000000
20 013 Clarke Co 198 Thomasville City 0.31684630
21 013 Clarke Co 013 Clarke County 0.68315370
22 014 Clay Co 014 Clay County 1.00000000
23 015 Cleburne Co 015 Cleburne County 1.00000000
24 016 Coffee Co 132 Enterprise City 0.64586440
25 016 Coffee Co 016 Coffee County 0.23467450
26 016 Coffee Co 131 Elba City 0.11946110
27 017 Colbert Co 201 Tuscumbia City 0.16852360
28 017 Colbert Co 017 Colbert County 0.37585870
29 017 Colbert Co 176 Muscle Shoals City 0.30332600
30 017 Colbert Co 192 Sheffield City 0.15229170
31 018 Conecuh Co 018 Conecuh County 1.00000000
32 019 Coosa Co 019 Coosa County 1.00000000
33 020 Covington Co 020 Covington County 0.50877910
34 020 Covington Co 104 Andalusia City 0.26629770
35 020 Covington Co 180 Opp City 0.22492320
36 021 Crenshaw Co 021 Crenshaw County 1.00000000
37 022 Cullman Co 125 Cullman City 0.20935440
38 022 Cullman Co 022 Cullman County 0.79064560
39 023 Dale Co 126 Daleville City 0.21662270
40 023 Dale Co 182 Ozark City 0.39231090
41 023 Dale Co 023 Dale County 0.39106630
42 024 Dallas Co 191 Selma City 0.47680170
43 024 Dallas Co 024 Dallas County 0.52319830
44 025 Dekalb Co 025 DeKalb County 0.75076270
45 025 Dekalb Co 143 Fort Payne City 0.24923730
46 026 Elmore Co 026 Elmore County 0.85237110
47 026 Elmore Co 195 Tallassee City 0.14762890
48 027 Escambia Co 116 Brewton City 0.23417640
49 027 Escambia Co 027 Escambia County 0.76582360
50 028 Etowah Co 109 Attalla City 0.11423120
51 028 Etowah Co 028 Etowah County 0.53890810
52 028 Etowah Co 144 Gadsden City 0.34686070
53 029 Fayette Co 029 Fayette County 1.00000000
54 030 Franklin Co 189 Russellville City 0.43832440
55 030 Franklin Co 030 Franklin County 0.56167560
56 031 Geneva Co 031 Geneva County 0.67594920
57 031 Geneva Co 146 Geneva City 0.32405080
58 032 Greene Co 032 Greene County 1.00000000
59 033 Hale Co 033 Hale County 1.00000000
60 034 Henry Co 034 Henry County 1.00000000
61 035 Houston Co 130 Dothan City 0.60105430
62 035 Houston Co 035 Houston County 0.39894570
63 036 Jackson Co 190 Scottsboro City 0.30710400
64 036 Jackson Co 036 Jackson County 0.69289600  
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Appendix 8-10 (continued) 
Foundation Program Cost Ratio 

#

County 
System 
Number County Name

System 
Number System Name

Foundation 
Program Cost 

Ratio
65 037 Jefferson Co 137 Fairfield City 0.02121890
66 037 Jefferson Co 167 Leeds City 0.01211380
67 037 Jefferson Co 202 Vestavia Hills City 0.04901110
68 037 Jefferson Co 175 Mountain Brook City 0.03940100
69 037 Jefferson Co 157 Homewood City 0.03063250
70 037 Jefferson Co 158 Hoover City 0.10204650
71 037 Jefferson Co 114 Birmingham City 0.32120720
72 037 Jefferson Co 171 Midfield City 0.01095680
73 037 Jefferson Co 113 Bessemer City 0.03823830
74 037 Jefferson Co 197 Tarrant City 0.01258330
75 037 Jefferson Co 207 Alabama School of Fine Arts 0.00335220
76 037 Jefferson Co 037 Jefferson County 0.35923840
77 038 Lamar Co 038 Lamar County 1.00000000
78 039 Lauderdale Co 039 Lauderdale County 0.67848730
79 039 Lauderdale Co 141 Florence City 0.32151270
80 040 Lawrence Co 040 Lawrence County 1.00000000
81 041 Lee Co 041 Lee County 0.49932690
82 041 Lee Co 110 Auburn City 0.25766010
83 041 Lee Co 179 Opelika City 0.24301300
84 042 Limestone Co 042 Limestone County 0.73485010
85 042 Limestone Co 107 Athens City 0.26514990
86 043 Lowndes Co 043 Lowndes County 1.00000000
87 044 Macon Co 044 Macon County 1.00000000
88 045 Madison Co 159 Huntsville City 0.48982760
89 045 Madison Co 045 Madison County 0.36529930
90 045 Madison Co 169 Madison City 0.14487310
91 046 Marengo Co 046 Marengo County 0.37386960
92 046 Marengo Co 128 Demopolis City 0.48896960
93 046 Marengo Co 168 Linden City 0.13716080
94 047 Marion Co 047 Marion County 0.73134360
95 047 Marion Co 204 Winfield City 0.26865640
96 048 Marshall Co 048 Marshall County 0.30681340
97 048 Marshall Co 154 Guntersville City 0.11875570
98 048 Marshall Co 101 Albertville City 0.23747310
99 048 Marshall Co 106 Arab City 0.17730840

100 048 Marshall Co 115 Boaz City 0.15964950
101 049 Mobile Co 049 Mobile County 1.00000000
102 050 Monroe Co 050 Monroe County 1.00000000
103 051 Montgomery Co 051 Montgomery County 1.00000000
104 052 Morgan Co 156 Hartselle City 0.16298990
105 052 Morgan Co 127 Decatur City 0.44870430
106 052 Morgan Co 052 Morgan County 0.38830590
107 053 Perry Co 053 Perry County 1.00000000
108 054 Pickens Co 054 Pickens County 1.00000000
109 055 Pike Co 199 Troy City 0.53325880
110 055 Pike Co 055 Pike County 0.46674120
111 056 Randolph Co 056 Randolph County 0.61429260
112 056 Randolph Co 188 Roanoke City 0.38570740
113 057 Russell Co 184 Phenix City 0.59155840
114 057 Russell Co 057 Russell County 0.40844160
115 058 St Clair Co 183 Pell City 0.35228840
116 058 St Clair Co 058 St Clair County 0.64771160
117 059 Shelby Co 059 Shelby County 0.67435750
118 059 Shelby Co 158 Hoover City 0.32564250
119 060 Sumter Co 060 Sumter County 1.00000000
120 061 Talladega Co 061 Talladega County 0.59125550
121 061 Talladega Co 194 Talladega City 0.22926700
122 061 Talladega Co 193 Sylacauga City 0.17947750
123 062 Tallapoosa Co 062 Tallapoosa County 0.38209480
124 062 Tallapoosa Co 102 Alexander City 0.40702540
125 062 Tallapoosa Co 195 Tallassee City 0.21087980
126 063 Tuscaloosa Co 063 Tuscaloosa County 0.61464090
127 063 Tuscaloosa Co 200 Tuscaloosa City 0.38535910
128 064 Walker Co 064 Walker County 0.75043010
129 064 Walker Co 163 Jasper City 0.24956990
130 065 Washington Co 065 Washington County 1.00000000
131 066 Wilcox Co 066 Wilcox County 1.00000000
132 067 Winston Co 155 Haleyville City 0.37077900
133 067 Winston Co 067 Winston County 0.62922100  
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Appendix 8-11 
Petitions, Resolutions, and Ballot Samples 

 
 

Relating to the Levy  
of Local Ad Valorem Taxes for Schools 

 

A Petition for Section 269 countywide tax 

 

B Petition for Amendment No. 3 countywide tax 

  

C Resolution for district tax election 

 

D Form of proceedings for special election for the ____-mill countywide 
school tax 

  

E Form of proceedings for special election for the ____-mill special school 
district tax 

 

F Form of notice of election 

 

G Form of notice of public hearing 

 

H Form of proceedings for special election for the levy of a special school 
district tax following passage of a local act 

 
Source:  Alabama Association of School Boards.  Legal Requirements for Raising and 

Renewing Property Taxes for Public Schools.  Montgomery, Alabama:  The Association.
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Appendix A 

 

(Petition pertaining to the Section 269 countywide tax) 

 

The following form provides for an election on the 
continuance and renewal of the tax; if you are dealing 
with an initial levy, delete the references to 
“continuance and renewal.” 

 

TO THE COUNTY COMMISSION OF _________________________________ COUNTY, ALABAMA: 

 

 We, the undersigned qualified electors of _________________________ County, Alabama, who are 
also freeholders of said County, hereby petition and request that you call and cause to be held a special 
election at the several regularly established voting places in the said County on _____________, 
_______, between the legal hours for the holding of elections, for the purpose of submitting to the 
electors of the said County the question of whether it shall be authorized to renew and continue the 
annual levy, for a period of _____________ consecutive years commencing with the levy for the tax year 
that will begin on October 1, _____ (for which first tax year will become due and payable on October 1, 
_____), a special ad valorem tax for public school purposes in said County at the rate of 
_______________ mills on each dollar of the assessed value of taxable property in said County, being 
the tax that was originally authorized and provided for in Section 269 of Article XIV of the Constitution of 
Alabama, it being intended that the said special tax to be voted on at the said election shall constitute a 
continuance and renewal of the said tax and shall not constitute an increase in the rate of taxation 
presently authorized in the County. 

 

              (Signature)             (Date of Signature) 

 

 __________________________________   _____________________________________  

 

 __________________________________   _____________________________________  

 

 __________________________________   _____________________________________  

 

 __________________________________   _____________________________________  
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APPENDIX B 

 

(Petition pertaining to Amendment No. 3 countywide tax) 

 

The following form provides for an election on the 
continuance and renewal of the tax; if you are 
dealing with an initial levy, delete the references to 
“continuance and renewal.” 

 

TO THE COUNTY COMMISSION OF ___________________________________ COUNTY, 
ALABAMA: 

 

 We, the undersigned qualified electors of ___________________________ County, Alabama, hereby 
petition and request that you call and cause to be held a special election at the several regularly 
established voting places in the said County on ____________, ______, between the legal hours for the 
holding of elections, for the purpose of submitting to the electors of the said County the question of 
whether it shall be authorized to renew and continue the annual levy, for a period of _______________ 
consecutive years commencing with the levy for the tax year that will begin on October 1, _______ (for 
which first tax year taxes will become due and payable on October 1, ______), a special ad valorem tax 
for public school purposes in said County at the rate of _____________ mills on each dollar of the 
assessed value of taxable property in said County, being the tax that was originally authorized for in 
Amendment No. 3 to the Constitution of Alabama, it being intended that the said special tax to be voted 
on at the said election shall constitute a continuance and renewal of the said tax and shall not constitute 
an increase in the rate of taxation presently authorized in the County. 

 

              (Signature)              (Date of Signature) 

 __________________________________   _________________________________  

 

 __________________________________   _________________________________  

 

 __________________________________   _________________________________  

 

 __________________________________   _________________________________  
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APPENDIX C 

 

(Resolution requesting district tax election) 

 

The following form provides for an election on the 
continuance and renewal of the tax; if you are dealing 
with an initial levy, delete the references to “continuance 
and renewal.” 

 

BE IT RESOLVED by the Board of Education of the City of _________________ (herein called “the 
Board”), in the State of Alabama, as follows: 

 

 Section 1.  Findings.  Preliminary to the adoption of this resolution, the Board has caused an 
investigation to be made of the facts set out in the following statements and, on the basis thereof, the 
Board has found and does hereby declare as follows: 

(a) _____________________ County (herein called “the County”), is currently levying and collecting a 
special district tax for public school purposes at the rate of ______ mills on each dollar 
(___________________ cents on each one hundred dollars) of the assessed value of taxable 
property in the special school district in the County known as School District No. ______ (herein 
called “the District”) and consisting of all the area lying within the corporate limits of the City of 
____________________, Alabama (herein called “the City”).  The said tax was originally authorized 
to be levied at the rate of _______ mills on each dollar pursuant to an election held in the District on 
___________, _______, under Amendment No. ________ to the Constitution of Alabama of 1901; 
the rate of levy has been increased by proceedings taken by the __________________ County 
Commission under Amendment Nos. 325 and 373 to the Constitution of Alabama of 1901. 

(b) The County is currently levying and collecting a special countywide tax for public school purposes on 
all taxable property in the County at the rate of _________ mills on each dollar on the assessed 
value thereof, being the tax that was authorized and provided for (originally at the rate of thirty cents 
on each one hundred dollars) in Section 1 of Amendment No. 3 to the Constitution of Alabama of 
1901 and elections held in the County on __________________, _______, and on 
_________________, _______, to be levied annually until and including the levy for the tax year that 
will begin on October 1, _______, for which tax year the tax will become due and payable on October 
1, _______. 

(c) All of the area lying within the District is subject to the jurisdiction and control of the Board.  The 
boundaries of the District are coterminous with the corporate limits of the City. 

(d) The board has determined that it is necessary and desirable that the said special ________-mill 
district tax now being levied in the District be continued.  

 Section 2.  Petition to County Commission.  The Board does hereby respectfully petition and 
request the ________________________ County Commission to call an election to be held on 
____________________, _______, in the District to determine whether or not a special district tax of 
_______ mills on each dollar (_____________ cents on each one hundred dollars) of the assessed value 
of the property subject to taxation in the District shall be levied annually for public school purposes within 
the District, which District includes all of the area lying within the corporate limits of the City, for a period 
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of ________________ consecutive years commencing with the tax year that will begin on October 1, 
_______); and said levy, if authorized, to be in continuation of the ____________-mill district school tax 
now levied in the District. 

 

 Section 3.  Delivery of Request.  The Secretary of the Board shall be and hereby is directed and 
instructed to prepare and deliver a certified copy of this resolution to the ____________________ County 
Commission, accompanied by a written request that the said County Commission call the aforesaid 
election pursuant to the provisions of this resolution. 
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APPENDIX D 

 

(Form of proceedings pertaining to request for a call of a special election 

on the continuance and renewal of the _____-mill countywide school tax.) 

 

The following form provides for an election on the 
continuance and renewal of the tax; if you are dealing 
with an initial levy, delete the references to 
“continuance and renewal.” 

 

 The following resolution and order was introduced in writing by Commissioner 
__________________________: 

 

BE IT RESOLVED, ORDERED AND DECREED by __________________________ County Commission 
(herein called “the Commission”) as follows: 

 

 Section 1.  Findings. (a) The Commission hereby finds, determines and declares that there has been 
filed with the Commission a petition in writing signed by 200 or more qualified electors of the County, 
which petition (except for the signatures) is in words and figures as follows: 

 

TO THE COUNTY COMMISSION OF __________________________ COUNTY, ALABAMA: 

 

 We, the undersigned qualified electors of ______________________ County, Alabama, 
hereby petition and request that you call and cause to be held a special election at the several 
regularly established voting place in the said County on ____________________, _______, 
between the legal hours for the holding us elections, for the purpose of submitting to the 
electors of the said County the question of whether it shall be authorized to renew and continue 
the annual levy, for a period of ___________ consecutive years commencing with the levy for 
the tax year that begin on October 1, _______ (for which first tax year taxes will become due 
and payable on October 1, _______), a special ad valorem tax for public school purposes in 
said County at the rate of ______________________ mills on each dollar of the assessed value 
of taxable property in said County, being that tax that was originally authorized and provided for 
in Amendment No. 3 to the Constitution of Alabama, it being intended that the said special tax 
to be voted on at the said election shall constitute a continuance and renewal of the said tax 
and shall not constitute an increase in the rate of taxation presently authorized in the County. 

    
  220        
     



Alabama Public School Finance Reference 
Revenues - Local Ad Valorem Taxes 
 
 
 

(HERE FOLLOW THE SIGNATURES OF MORE THAN 

 200 QUALIFIED ELECTORS OF THE COUNTY) 

(End of Petition) 

 

 The Commission has caused the signatures that were signed to the said petition to be carefully 
checked as to their authenticity and the names of the signers of the said petition to be checked against 
the roll of the qualified electors of __________________ County, and the Commission has determined 
that the said petition was signed by more than 200 persons who are duly qualified electors of the County. 

 

(b) The Commission hereby further finds, determines and declares that said petition complies in all 
respects with the applicable provisions of Article 9 of Chapter 13 of Title 16 of the Code of Alabama of 
1975. 

 

 Section 2.  Call of Election.  An election shall be and hereby is called to be held in the County on 
________________, ______, between the legal hours for holding elections and at the regular voting 
places in the County, for the purpose of submitting to the electors of the County the question of whether it 
shall be authorized to renew and continue the annual levy, for a period of _______________ consecutive 
years beginning with the levy for the tax year that will begin on October 1, ______ (for which first tax year 
taxes will become due and payable on October 1, ______), a special ad valorem tax for public school 
purposes in the County at the rate of ______________ mills on each dollar of the assessed value of 
taxable property in said County, being the tax that was originally authorized and provided for in 
Amendment No. 3 to the Constitution of Alabama, it being intended that the said special tax to be voted 
on at the said election shall constitute a continuance and renewal of the said tax and shall not constitute 
an increase in the rate of taxation presently authorized in the County. 

 

 Section 3.  Notice of Election.  The sheriff of the County is hereby directed to give notice of the said 
election in the manner prescribed by law, by publication in _____________________, a newspaper 
published and having general circulation in the County, once a week for four consecutive weeks prior to 
the date fixed for said election.  The said notice to be so published shall be in substantially the following 
form: 

 

NOTICE OF SPECIAL SCHOOL TAX ELECTION 

IN ____________________ COUNTY, ALABAMA 

 

 Notice is hereby given that __________________ County Commission has called and ordered a 
special election to be held in said County on ___________________, ______, at which there will be 
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submitted to the qualified election of said County, for their determination by ballot, the question of whether 
the said County shall be authorized to levy annually, for a period of __________________ successive 
years, commencing with the levy for the tax year which will begin on October 1, ______ (for which tax 
year taxes will become payable on October 1, ______), for public school purposes a special property or 
ad valorem tax, at the rate of _________________ mills on each dollar of the assessed valuation of the 
taxable property in the said County.  If the said special tax is authorized at the said election, its levy will 
not increase the rate of taxation presently levied in the County but will constitute a renewal and 
continuation of the special tax at the same rate and for the same purpose now being levied in the County, 
the said tax having been heretofore authorized, at a special election heretofore held in the County, to be 
levied until and including the tax year that will begin October 1, ______ (for which tax year taxes will 
become payable on October 1, ______). 

 

 The said election will be held at the regularly established voting places in said County between the 
legal hours for holding of elections. 

 

  ______________________________________ 

 

  Sheriff of__________________ County, Alabama 

 

 Section 4.  Form of Ballot.  The form of the official ballot to be used at the said election shall be 
substantially as follows: 

 

OFFICIAL BALLOT 

SPECIAL _______-MILL PUBLIC SCHOOL TAX ELECTION 

__________________ COUNTY, ALABAMA 

 

 Shall ___________________ County, Alabama, be authorized to levy annually, for a period of 
____________________ (___) successive years, commencing with the levy for the tax year which will 
begin on October 1, ______ (for which tax year taxes will become payable on October 1, ______), for 
public school purposes in said county, a special property tax at the rate of __________________ mills on 
each dollar of the assessed value of the taxable property in said county, which special tax will be in 
renewal and continuation of the special tax at the same rate and for the same purpose that is now being 
levied in the said county? 
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 Section 5.  Ballots for Absent Voters.  The form of the ballots for absent voters to be cast at the 
election shall be the same as that provided above except as follows: 

 

(a) In lieu of the words “Official Ballot” at the heading of the ballot there shall be substituted the words 
“Official Absentee Ballot”; 

 

(b) In lieu of the instructions to voters appearing at the end of the Official Ballot there shall be substituted 
the following: 

 

Instructions to Voters 

 

 The voter shall record his or her choice, whether for or against the said special tax, by placing a cross 
mark before or after the words expressing his or her choice. 

 

(c) Each absentee ballot shall be accompanied by an envelope on which there shall be printed an 
affidavit in the form prescribed by law for absent voters for elections held in this state. 

 

 Section 6.  Conduct of Election.  The special election to be held in the County on 
_____________________, ______, shall be held and the results of such election shall be declared in the 
same manner and by the same officers as the results of regular elections for county officers, under the 
general election laws of the state. 

 
 FOR proposed taxation 
 
  
 AGAINST proposed taxation 
 
 The voter shall make a cross mark (X) before the proposition that 
 expresses his or her choice. 
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APPENDIX E 

 

(Form of proceedings respecting request for special election for 

renewal and continuation of the levy of the _____-mill  

special school district tax in the ________________ school district) 

 

The following form provides for an election on the 
continuance and renewal of the tax; if you are dealing with 
an initial levy, delete the references to “continuance and 
renewal.” 

 

 Commissioner _____________________________ then introduced the following resolution and order 
in writing: 

 

BE IT RESOLVED, ORDERED and DECLARED by the _____________________ County Commission 
(herein called “the Commission”) in the State of Alabama as follows: 

 

 Section 1. Findings. (a) The Commission hereby finds, determines and declares that there has been 
filed with the Commission the following written request from the ____________________ City Board of 
Education (herein called “the Board”): 

 

 TO ____________________________ COUNTY COMMISSION: 

 

 We hereby transmit to and file with you the attached copy of a resolution which was duly adopted 
by the ________________________ City Board of Education at a meeting thereof duly convened and 
held on ______________, ______.  You are hereby requested to call and cause to be held on 
__________________, ______, in the ___________________ School District in 
_____________________ County, Alabama, a special election as set forth in the said resolution.  
The boundaries of the district in which it is proposed to levy the tax referred to in the said resolution 
are coterminous with the boundaries of the City of ______________________, Alabama, as set forth 
in the said resolution. 

 

   Yours very truly, 
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   __________________________ CITY BOARD OF EDUCATION 

 

By  _________________________________________________ 

               Its Secretary 

 

There was attached to the said request a certified copy of the following resolution: 

 

BE IT RESOLVED by the _____________________ City Board of Education (herein called 
“the Board”), in the State of Alabama, as follows: 

 

 Section 1.  Findings.  Preliminary to the adoption of this resolution, the Board has 
caused an investigation to be made of the facts set out in the following statements and, on 
the basis thereof, the Board has found and does hereby declare as follows: 

 

 The County is currently levying a special district tax for public school purposes at the rate 
of ______ mills on each dollar (______ cents on each one hundred dollars) of the assessed 
value of taxable property in the special school district in the County known as the 
___________________ School District (herein called “the District”) and consisting of all the 
area lying within the corporate limits of the City of ______________________.  The said tax 
was originally authorized to be levied at the rate of three mills on each dollar pursuant to an 
election held in the District on ____________________, ______, under Amendment No. 3 to 
the Constitution of Alabama of 1901; the rate of levy has been increased by proceedings 
taken by the _____________________ County Commission under Amendments Nos. 325 
and 373 to the Constitution of Alabama of 1901. 

 

 The County is currently levying a special countywide tax for public school purposes at the 
rate of ______ mills on each dollar (______ cents on each one hundred dollars) for the 
assessed value of taxable property in the County, said tax to be levied until and including the 
tax  year that will begin on October 1, ______ (for which tax year will become due and 
payable on October 1, ______).  The said tax was authorized at elections held in the County 
on _________________, ______, and __________________, ______. 

 

 All of the area lying within the District is subject to the jurisdiction and control of the 
Board. 
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 The Board has further determined that it is necessary and desirable that the said special 
______-mill district tax now being levied in the District be renewed and continued. 

 

 Section 2. Petition to County Commission. The Board does hereby respectfully petition 
and request the ___________________ County Commission to call an election to be held on 
_______________________, ______, in the District to determine whether or not a special 
district tax of ______ cents on each one hundred dollars (______ mills on each dollar) of the 
assessed value of the property subject to taxation in the District shall be levied annually for 
public school purposes within the District, which District includes all of the area lying within 
the corporate limits of the City of _____________________, Alabama, for a period of ______ 
consecutive years commencing with the tax year that will begin on October 1, ______, (for 
which first tax year the tax will become due and payable on October 1, ______); the said 
levy, if authorized, to be in continuation of the ______-mill district school tax now levied in the 
District. 

 

 Section 3.  Delivery of Request.  The Secretary of the Board shall be and hereby is 
directed and instructed to prepare and deliver a certified copy of this resolution to the 
_______________________ County Commission, accompanied by a written request that the 
said County Commission call the aforesaid election pursuant to the provisions of this 
resolution. 

(Here ends the Resolution 

of the Board of Education) 

 

(b) The Commission finds, determines and declares that the said request complies in all material 
respects with Sections 16-13-181, 16-13-191 and 16-13-193 of the Code of Alabama of 1975, and 
that the findings set out in Section 1 of the resolution adopted by the Board are true and correct. 

 

 Section 2. Call of Election. An election shall be and hereby is called to be held in the 
_________________ School District on ____________________, ______, between the legal hours for 
the holding of elections, and at the regular voting places in the said district, for the purpose of submitting 
to the qualified electors of the said district the question of whether a special district tax of ______ cents 
on each one hundred dollars (equal to ______ mills on each dollar) of the assessed value of taxable 
property located within the said school district shall be levied for public school purposes for a period of 
___________ consecutive years commencing with the tax year that will begin on October 1, ______, (for 
which first tax year the tax will become due and payable on October 1, ______), which levy shall be in 
continuation of the ______-mill district tax now being levied in the __________________ School District. 
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 Section 3.  Voting Places.  The said election herein called shall be held and conducted at the 
regularly established voting places in the ______________________ School District except as to the 
casting of ballots of absent voters as hereinafter provided. 

 

 Section 4. Notice of Election. The sheriff of the County is hereby directed to give notice of said 
election in the manner prescribed by law, by publication in ________________________, a newspaper 
published in the County and having general circulation in the ___________________ School District, 
once a week for four consecutive weeks prior to the date fixed for said election, the first publication of 
such notice to be at least thirty days before the date of the said election, and also by posting a written 
notice of said election at three public areas within the __________________________ School District, 
each of which shall be posted not less than thirty days prior to the date fixed for said election.  The said 
notice to be so published and posted shall be in substantially the following form: 

 

NOTICE OF SPECIAL ELECTION FOR 

 RENEWAL  AND CONTINUATION  OF THE 

 LEVY OF ______-MILL DISTRICT SCHOOL TAX 

  

 Notice is hereby given that the ______________________ County Commission has called and 
ordered a special election to be held in the _____________________ School District on 
______________________, ______, at which there will be submitted to the qualified electors of said 
district, for their determination by ballot, the question of whether a special district tax of ______ cents on 
each one hundred dollars (equal to ______ mills on each dollar) of the assessed value of taxable property 
located within the said school district shall be levied for public school purposes for a period of 
________________ consecutive years commencing with the tax year that will begin on October 1, 
______ (for which first tax year will become due and payable on October 1, ______), which levy shall be 
in continuation of the ______-mill school district tax now being levied in the District. 

 

 The said election will be held at the voting places regularly established for County elections in the 
______________________ School District between the legal hours for the holding of elections. 

   ________________________________________ 

 

     Sheriff of __________________ County, Alabama 

 

 Section 5.  Form of Ballot.  The form of the official ballot to be used at said election shall be 
substantially the following form, except that there shall appear on the envelope accompanying each ballot 
for absent voters an affidavit substantially equivalent to the applicable form of affidavit prescribed for 
absent voters by law: 
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OFFICIAL BALLOT 

 

___________________ SCHOOL DISTRICT 

_____________________ COUNTY, ALABAMA 

 

SPECIAL ELECTION FOR RENEWAL 

AND CONTINUATION OF LEVY  

OF ______-MILL ______________ SCHOOL DISTRICT TAX 

 

_______________, ______ 

 

 Shall the governing body of ____________________ County, Alabama, be authorized to levy a 
special district tax of __________ cents on each one hundred dollars (equal to ______ mills on each 
dollar) of the assessed value of taxable property located within the _____________________ School 
District in said ____________________ County, the area comprising said _________________ School 
District being the entire corporate limits of the City of ______________, Alabama, for public school 
purposes for a period of ___________ consecutive years commencing with the tax year that will begin on 
October 1, ______ (for which tax year will become due and payable on October 1, ______), and 
continuing to and including the tax year beginning on October 1, ______, (for which tax year the tax will 
become due and payable on October 1, ______), which levy shall be in continuation of the ______-mill 
school district tax now being levied in the said school district? 

 

 

 

 

 

 

 

 

 

 
 FOR proposed taxation 
 
 AGAINST proposed taxation 
 
 The voter shall make a cross mark (X) before the proposition that 
 expresses his or her choice. 
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 Commissioner _____________________ moved that said resolution and order be adopted, which 
motion was seconded by Commissioner _______________________ and, upon said motion being put to 
vote, the following vote was recorded: 

 

       YEAS:     NAYS: 

 

Commissioners:  _____________________   ____________________  

 

    _____________________   ____________________  

 

    _____________________   ____________________  

 

    _____________________   ____________________  

 

    _____________________   ____________________  

 

The chairman thereupon declared that the said resolution and order, together with the preambles thereto, 
had be unanimously adopted. 
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APPENDIX F 

 

(Form of notice of election) 

 

NOTICE OF SPECIAL SCHOOL TAX ELECTION 

IN ______________________ COUNTY, ALABAMA 

 

 Notice is hereby given that _______________________ County Commission has called and ordered 
a special election to be held in said County on _____________________, ______, at which there will be 
submitted to the qualified electors of said County, for their determination by ballot, the question of 
whether the said County shall be authorized to levy annually, for a period of ________________ 
successive years, commencing with the levy for the tax year which will begin on October 1, ______ (for 
which tax year taxes will become payable on October 1, _____), for public school purposes a special 
property or ad valorem tax, at the rate of ___________ mills on each dollar of the assessed valuation of 
the taxable property in the said County.  If the said special tax is authorized at the said election, its levy 
will not increase the rate of taxation presently levied in the County but will constitute a renewal and 
continuation of the special tax at the same rate and for the same purpose now being levied in the County, 
the said tax having been heretofore authorized, at a special election heretofore held in the County, to be 
levied until and including the tax year that will begin October 1, ______ (for which tax year taxes will 
become payable on October 1, ______). 

 

 The said election will be held at the regularly established voting places in said County between the 
legal hours for holding of elections. 

 

   _________________________________________ 

   Sheriff of ___________________ County, Alabama 
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APPENDIX G 

 

(Form of notice of public hearing) 

 

NOTICE  

OF PUBLIC HEARING 

 

 Notice is hereby given that a public hearing is called to be held before the ____________________ 
County Commission in the Commission Chambers in the ____________________ County Courthouse in 
____________________, Alabama, on __________________, _____________________, ______, at 
________ o’clock, __.m., for the purpose of allowing members of the public to express views, orally or in 
writing, as to the proposal by the _______________________ County Commission to increase the rate at 
which a special ad valorem tax for public school purposes is levied in the special school tax district in 
_____________________ County known as the ________________________ School District, consisting 
of all that part of the County lying within the corporate limits of the City of _______________________ , 
Alabama.  The proposed action by the ________________________ County Commission, which is 
subject to the approval of the Legislature of Alabama and a majority of the qualified electors of the said 
school tax district voting at an election called for such purpose, will permit an increase in the rate at which 
the special school district tax authorized by Amendment No. ___ of the Constitution of Alabama is levied 
in the said school tax district to a maximum rate which is equal to $_________ on each one hundred 
dollars (_______ mills on each dollar) of assessed value.  Members of the public are invited and 
encouraged to attend said public hearing. 

 

_______________________ COUNTY COMMISSION 
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APPENDIX H 

 

(Form of proceedings respecting request for special election for the levy of a special school district tax in 
the ________________ school district, following passage of local act approving the increase) 

 

 Commissioner _____________________________ then introduced the following resolution and order 
in writing: 

 

 BE IT RESOLVED, ORDERED and DECREED by the______________________ County 
Commission (herein called “the Commission”) in the State of Alabama as follows: 

 

 Section 1.  Findings.  (a) The Commission hereby finds, determines and declares that there has been 
filed with the Commission the following written request from the Board of Education of the City of 
_____________________ (herein called “the Board”): 

 

TO _________________________ COUNTY COMMISSION: 

 

 Members of the Commission: 

 

 We hereby transmit to and file with you the attached copy of a resolution which was duly 
adopted by the Board of Education of the City of _____________________ at a meeting 
thereof duly convened and held on _________________, ______.  You are hereby requested 
to call and cause to be held on ___________________, ______, in the 
_____________________ School District in _____________________ County, Alabama, a 
special election as set forth in the said resolution.  The boundaries of the district in which it is 
proposed to levy the tax referred to in the said resolution are coterminous with the boundaries 
of the City of ______________________, Alabama, as set forth in the said resolution. 

 

  Yours very truly, 

  BOARD OF EDUCATION OF 

  THE CITY OF ______________________ 
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  By ________________________________ 

      Its Secretary 

 

(End of written request) 

 

There was attached to the said request a certified copy of the following resolution: 

 

 BE IT RESOLVED by the Board of Education of the City of ___________________ (herein called 
“the Board”), in the State of Alabama, as follows: 

 

 Section 1.  Findings.  Preliminary to the adoption of this resolution, the Board has caused an 
investigation to be made of the facts set out in the following statements and, on the basis thereof, the 
Board has found and does hereby declare as follows: 

 

(a) _______________________ County (herein called “the County”) is currently levying a special 
district tax (herein called “the Special Tax”) for public school purposes at the rate of ______ 
mills on each dollar (______ cents on each one hundred dollars) of the assessed value of 
taxable property in the special school district in the County known as the 
______________________ School District (herein called “the District”) and consisting of all 
the area lying within the corporate limits of the City of ____________________.  The said tax 
was originally authorized to be levied at the rate of ______ mills on each dollar pursuant to an 
election held in the District on ____________________, ______, under Amendment No. 
______ to the Constitution of Alabama of 1901; the rate of levy has been increased by 
proceedings heretofore taken by the _____________________ County Commission (herein 
called “the Commission”) under Amendment No. 373 to the Constitution of Alabama of 1901. 

 

(b) All of the area lying within the District is subject to the jurisdiction and control of the Board. 

 

(c) The Commission has heretofore, by resolution adopted on _______________, _____, 
proposed to increase the rate at which the Special Tax is levied from ______ mills to ______ 
mills.  The Legislature of Alabama, by Act No. __________ adopted 
____________________, ______, has heretofore approved the said increase. 

 

(d) The Board has further determined that it is necessary and desirable that the Special Tax now 
being levied in the District be increased and that the duration of the levy be extended. 
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 Section 2.  Petition to County Commission.  The Board does hereby respectfully petition and request 
the Commission to call an election to be held on ___________________, ______, in the District to 
determine whether or not a special district tax of $______ on each one hundred dollars (______ mills on 
each dollar) of the assessed value of the property subject to taxation in the District shall be levied 
annually for public school purposes within the District, which District includes all of the area lying within 
the corporate limits of the City of ___________________, Alabama, for a period of __________ 
consecutive years commencing with the tax year that will begin on October 1, ______ (for which first tax 
year the tax will become due and payable on October 1, ______); the said levy, if authorized, to be an 
increase in the rate and an extension in the duration of the ______-mill district school tax now being 
levied in the District. 

 

 Section 3.  Delivery of Request. The Secretary of the Board shall be and hereby is directed and 
instructed to prepare and deliver a certified copy of this resolution to the Commission, accompanied by a 
written request that the Commission call the aforesaid election pursuant to the provisions of this 
resolution. 

 

(Here ends the Resolution of the Board of Education) 

(b) The Commission finds, determines and declares that the said request complies in all material 
respects with Sections 16-13-181, 16-13-191 and 16-13-193 of the Code of Alabama of 1975, and 
that the findings set out in Section 1 of the resolution adopted by the Board are true and correct. 

 

 Section 2.  Call of Election.  An election shall be and hereby is called to be held in the 
__________________ School District on ____________________, ______, between the legal hours for 
the holding of elections, and at the regular voting places in the said district, for the purpose of submitting 
to the qualified electors of the said district the question of whether a special district tax of $______ on 
each one hundred dollars (equal to ______ mills on each dollar) of the assessed value of taxable property 
located within the said school district shall be levied for public school purposes for a period of 
___________________ consecutive years commencing with the tax year that will begin on October 1, 
______ (for which first tax year the tax will become due and payable on October 1, ______), which levy 
shall be an increase in the rate and an extension in the duration of the ______-mill district tax now being 
levied in the ____________________ School District. 

 

 Section 3.  Voting Places.  The said election herein called shall be held and conducted at the 
regularly established voting places in the ____________________ School District except to the casting of 
ballots of absent voters as hereinafter provided. 

 

 Section 4.  Notice of Election.  The sheriff of the County is hereby directed to give notice of said 
election in the manner prescribed by law, by publication in __________________________, a newspaper 
published in the County and having general circulation in the __________________ School District, once 
a week for four consecutive weeks prior to the date fixed for said election, the first publication of such 
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notice to be at least ____________ days before the date of the said election, and also by posting a 
written notice of said election at three public places within the ___________________ School District, 
each of which shall be posted not less that ___________ days prior to the date fixed for said election.  
The said notice to be so published and posted shall be in substantially the following form: 

 

NOTICE OF SPECIAL ELECTION 

FOR LEVY OF ______-MILL DISTRICT SCHOOL TAX 

 

 Notice is hereby given that the _______________________ County Commission has called and 
ordered a special election to be held in the ______________________ School District on 
___________________, ______, at which there will be submitted to the qualified electors of said district, 
for their determination by ballot, the question of whether a special district tax of $_____ on each one 
hundred dollars (equal to ______ mills on each dollar) of the assessed value of taxable property located 
within the said school district shall be levied for public school purposes for a period of ___________ 
consecutive years commencing with the tax year that will begin on October 1, ______ (for which first tax 
year the tax will become due and payable on October 1, ______), which levy shall be an increase in the 
rate and an extension in the duration of the ______-mill school district tax now being levied in the District. 

 The said election will be held at the voting places regularly established for County elections in the 
____________________ School District between the legal hours for the holding of elections. 

 

     _______________________________________  

 

     Sheriff of ___________________ County, Alabama 

 

 Section 5.  Form of Ballot.  The form of the official ballot to be used at said election shall be 
substantially the following form, except that appropriate instructions to voters shall be included thereon 
and there shall appear on the envelope accompanying each ballot for absent voters an affidavit 
substantially equivalent to the applicable form of affidavit prescribed for absent voters by law: 

 

 

OFFICIAL BALLOT 

 

___________________ SCHOOL DISTRICT 

_____________________ COUNTY, ALABAMA 
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SPECIAL ELECTION FOR LEVY OF ______-MILL DISTRICT TAX 

 

_______________, ______ 

 

 Shall the governing body of ____________________ County, Alabama, be authorized to levy a 
special district tax of $______ on each one hundred dollars (equal to ______ mills on each dollar) of the 
assessed value of taxable property located within the __________________ School District in said 
____________________ County, the area comprising said _________________ School District being 
the entire corporate limits of the City of ______________, Alabama, for public school purposes for a 
period of ___________ consecutive years commencing with the tax year that will begin on October 1, 
______ (for which tax year will become due and payable on October 1, ______), and continuing to and 
including the tax year beginning on October 1, ______, (for which tax year the tax will become due and 
payable on October 1, ______), which levy shall be an increase in the rate and an extension in the 
duration of the ______-mill school district tax now being levied in the said school district? 

 

 

 

 

 

 

 

 

 Commissioner _____________________ moved that said resolution and order be  

 

adopted, which motion was seconded by Commissioner _______________________ and, upon said 
motion being put to vote, the following vote was recorded: 

 

       YEAS:     NAYS: 

 

Commissioners:  _____________________   ____________________  

 
 FOR proposed taxation 
 
 AGAINST proposed taxation 
 
 The voter shall make a cross mark (X) before the proposition that 
 expresses his or her choice. 
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    _____________________   ____________________  

 

    _____________________   ____________________  

 

    _____________________   ____________________  

 

    _____________________   ____________________  

 

The chairman thereupon declared that the said resolution and order, together with the preambles thereto, 
had be unanimously adopted. 
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Appendix 8-13 
Monthly Receipts of Ad Valorem Taxes for FY 2004 

 

Monthly Ad Valorem Tax Collections as Percent of Annual Collections
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9.  FRANCHISE, EXCISE, AND PRIVILEGE LICENSE TAXES 
 
 The use of ad valorem taxes in Alabama has always been limited.  The 
combination of restrictive constitutional provisions and the difficulty of voter approval led 
the state in 1969 to authorize the local levy of franchise, excise, and privilege license 
taxes. These are generally known as sale and use taxes and business license taxes.   
While specific authorization for local government agencies through local legislation had 
allowed such taxes earlier, the 1969 legislation granted general statewide authorization.  
 

County Tax 
 

 The governing boards of the counties, by ordinance or resolution, were granted 
the governing authority to levy a franchise, excise, and/or privilege license tax by 
ordinance passed by the authority.  The statute further allowed the authority the 
discretion to submit the question to the qualified electors in a referendum.  The authority 
levying such a tax required that it be expended only for public school purposes, 
including specifically capital improvement and the payment of debt service on 
obligations thus issued.  
 

County license tax for school purposes – Authority to levy. 
 

 (a) In order to provide funds for public school purposes, the 
governing body of each of the several counties in this state is hereby 
authorized by ordinance to levy and provide for the assessment and 
collection of franchise, excise and privilege license taxes with respect to 
privileges or receipts from privileges exercised in such county, which shall 
be in addition to any and all other county taxes heretofore or hereafter 
authorized by law in such county.  Such governing body may, in its 
discretion, submit the question of levying any such tax to a vote of the 
qualified electors of the county.  If such governing body submits the 
question to the voters, then the governing body shall also provide for 
holding and canvassing the returns of the election and for giving notice 
thereof.  All the proceeds from any tax levied pursuant to this section less 
the cost of collection thereof shall be used exclusively for public school 
purposes, including specifically and without limitation capital 
improvements and the payment of debt service on obligations issued 
therefor (Code of Alabama 1975, Section 40-12-4). 

 
 The statute further provided that if a sales or use tax were levied under the 
provisions of this article, that it must parallel the state sales and use tax.  This is a 
logical step to avoid confusion in taxation.  In addition, the language previously 
discussed for the distribution of countywide ad valorem taxes in all counties having 
more than one local board of education is applied her as well.  The revenues thus 
collected shall be distributed within such county on the same basis of the total 
calculated costs for the Foundation Program as for those local boards of education 
within the county.  This section does not provide for an exemption.   In the case of the 
countywide ad valorem tax, such distribution makes little sense because of the certainty 
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of the origin of the taxes paid by political subdivision and the calculation of the 
chargeback by political subdivision.  In the case of countywide sales, use, and license 
taxes, it makes reasonable sense because the economic activity generating the tax 
proceeds (individual taxpayers) cannot be traced to the political subdivision.  The 
following code section makes no provision for any exception to the stated distribution 
procedure: 
 

 (b) Notwithstanding anything to the contrary herein, said governing 
body shall not levy any tax hereunder measured by gross receipts, except 
a sales or use tax which parallels, except for the rate of tax, that imposed 
by the state under this title.  Any such sales or use tax on any automotive 
vehicle, truck, trailer, semitrailer, or travel trailer required to be registered 
or licensed with the probate judge, where not collected by a licensed 
Alabama dealer at the time of sale, shall be collected and fees paid in 
accordance with the provisions of Sections 40-13-104 and 40-23-107, 
respectively.  No such governing body shall levy any tax upon the privilege 
of engaging in any business or profession unless such tax is levied 
uniformly and at the same rate against every person engaged in the 
pursuit of any business or profession within the county; except, that any 
tax levied hereunder upon the privilege of engaging in any business or 
profession may be measured by the number of employees of such 
business or the number of persons engaged in the pursuit of such 
profession.  In all counties having more than one local board of education, 
revenues collected under the provisions of this section shall be distributed 
within such county on the same basis of the total calculated costs for the 
Foundation Program for those local boards of education within the county 
(Code of Alabama 1975, Section 40-12-4).  

 
 Note the specific apportionment language in Section (b) which requires 
that the proceeds of this tax be distributed to the respective school systems of 
the county based upon the countywide foundation program cost ratio.  This tax 
may be collected by the state Department of Revenue: 
 

§ 40-12-2.  County license tax for school purposes - Collection and 
enforcement. 

 
The state Department of Revenue shall, on request by resolution of 

the governing body of each of the several counties, administer and collect 
all taxes levied and assessed by the governing body of each of the several 
counties pursuant to and under the authority of Section 40-12-4 (Code of 
Alabama 1975, Section 40-12-5). 

 
Manufactured Housing Privilege License Tax 

 
Manufactured Homes which are rented or leased or located on land owned by 

someone other than the owner of the manufactured home is subject to a registration fee 
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in lieu of ad valorem taxes.  An owner-occupied manufactured home located on land 
owned by the occupant is subject to ad valorem taxes. 
 

The registration fee rate for owner-occupied manufactured houses is $24 for 
single wide and $48 for double wide or larger.   Other rates include $48 for commercial 
single wide and $96 for commercial double wide or larger.  Manufactured homes 10-19 
years of age are charged at 75% of the stated rate.  Manufactured homes 20 years or 
older are charged at 50% of the stated rate.  There is an issuance or decal fee of $5.00. 
 

Of the registration fee 25% goes to the State General Fund; 25% goes to the 
County General Fund; 25% goes to the County School Board, unless the manufactured 
home is located in a city school district in which case the percentage goes to the city 
school board; and 25% to the municipality in which the manufactured home is located, 
unless the home is not located in a municipality in which the percentage goes to the 
County General Fund. 
 

Of the issuance or decal fee, $4.00 goes to the County General Fund is the 
issuing official is on salary, or to the issuing official if compensated by a fee system.  
One dollar goes to the County treasury to be used for administration and enforcement of 
manufactured home laws (Code of Alabama 1975, Section 40-12-255).  The operative 
statute follows: 

 
§ 40-12-255.  Manufactured homes - Annual registration fee; 
identification decal; ad valorem taxes; disbursement; issuance fee; 
penalties; owner of real estate to provide information to 
commissioner; gas or electric services entity to provide list; 
requirements for registration; exemptions; moving of homes. 

 (a) Every person, firm, or corporation who owns, maintains or keeps in 
this state a manufactured home as defined according to subsection (n) of 
this section, except a manufactured home that constitutes a part of the 
inventory of a manufacturer or dealer, shall pay an annual registration fee 
of $24 for an owner occupied single wide (one transportable module) 
manufactured home, $48 for an owner occupied double wide or larger 
(two or more transportable modules) manufactured home, $48 for a 
commercial single wide (one transportable module) manufactured home, 
or $96 for a commercial double wide or larger (two or more transportable 
modules) manufactured home, provided, however, that any manufactured 
home 10 years of age or greater but less than 20 years of age shall pay 
75 percent of the above stated fees, and any manufactured home 20 
years of age or greater shall pay 50 percent of the above stated fees; and 
upon payment thereof such owner shall be furnished an identification 
decal, designed by the Department of Revenue and color coded to denote 
the size and year issued, which shall be immediately attached to and at all 
times thereafter displayed at eye level on the outside finish of the 
manufactured home for which the registration fee was paid, and one foot 
from the corner on the right side facing the street, so as to be clearly 
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visible from the street. The registration fee hereby provided for shall be 
paid in the county in which such manufactured home is customarily kept to 
the same county official who normally collected ad valorem tax on 
manufactured homes prior to October 1, 1991; provided, however, that the 
responsibilities for administering the provisions of this law may be 
transferred to another county official with the mutual consent of the 
elected county officials involved. The fee shall be due and payable on 
October 1 of each year and delinquent if not paid before December 1 of 
each year. For the year beginning October 1, 1991, the registration fee 
shall be in lieu of the ad valorem taxes that would have been due and 
payable on October 1, 1991, and any taxpayer who pays the registration 
fee on his manufactured home between October 1, 1991, and November 
30, 1991, shall not be subject to any delinquent ad valorem taxes or fees. 
The owner of the manufactured home shall furnish to the registration 
official the make, model, year, length, width, number of transportable 
modules, and serial number of the manufactured home and the 
registration official shall furnish a receipt to the manufactured home owner 
containing the above referenced information. The registration fee shall be 
disbursed by the collecting official by the twentieth of the month following 
the month of collection and shall be disbursed as follows, 25 percent to 
the State General Fund, 25 percent to the county general fund, 25 percent 
to the county school board except that if the manufactured home is 
located within a city school district then the 25 percent shall go to the city 
school board, and 25 percent to the city or municipality in which the 
manufactured home is located, except that if the manufactured home is 
not located within a municipal corporate limits then the county general 
fund will receive the 25 percent share that would have gone to the 
municipality. The official collecting such registration fees and issuing such 
identification decals in evidence of payment thereof shall also collect a $5 
issuance fee to be distributed as follows: $4 to the county general fund if 
the issuing official is on salary and if the issuing official is on the fee 
system, then the $4 issuance fee shall go to the issuing official, and the 
remaining $1 shall accrue to an account in the office of the county 
treasurer for use by the issuing official or designated representative, and 
such accumulated moneys shall be used only for performance of his or 
her official duties. 

(b) The owner of any manufactured home who fails to pay the registration 
fee hereby provided for shall be subject to a delinquent fee of $10 if 
payment is made on or after December 1, or if the manufactured home 
owner fails to pay the registration fee or if the owner fails to display the 
identification decal on such manufactured home, as hereinabove required. 
Furthermore, the owner shall be subject to a citation fee of $15 and if the 
registration fee and citation fee are not paid within 15 calendar days of 
date cited a penalty of $24 will be assessed against the owner of the 
manufactured home. The county license inspector or deputy license 
inspector shall have authority to issue citations and assess penalties. The 
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county official charged with the responsibility of administering this law 
shall have the authority to designate employees of his office or by mutual 
consent of the tax assessor, employees of the tax assessor's or appraisal 
office as deputy license inspectors. The delinquent fee and penalty shall 
be distributed in the same manner as the registration fee. The citation fee 
shall accrue to the county general fund if the citation is issued by the 
county license inspector's office. The citation fee shall accrue to an 
account in the office of the county treasurer for use by the assessor, 
collector, license commissioner, or revenue commissioner if an employee 
of that office issues the citation, and the citation fee shall be used only for 
performance of the issuing official's official duties. The official responsible 
for administering the provisions of this section must collect all fees and 
penalties due before a decal may be issued to the manufactured home 
owner. The penalties set out under Section 32-6-65(b) are not applicable 
to manufactured homes. 

(c) The owner or lessor of the real estate on which any manufactured 
home is situated shall report the name and address of the owner of such 
manufactured home at such times as the Commissioner of Revenue may 
require on forms furnished by the Department of Revenue. The 
commissioner and the State Department of Revenue are hereby 
empowered to promulgate and enforce any rules or regulations 
reasonably necessary to administer the provisions of this chapter, 
including but not limited to, notice, hearings, and appeals processes. 

(d) Any public or private entity that provides or sells any gas or electric 
services and connects such services to any manufactured home shall, not 
less often than monthly, report to the county tax assessing official a list 
containing each such manufactured home connected to such service 
during the period preceding the report, together with the name of the 
occupant and the location of the connection. 

(e) The manufactured home owner shall furnish to the county official 
charged with the responsibility of administering this law a copy of the prior 
year's registration receipt, unless such manufactured home is new and a 
registration decal has never been issued, in which case the county official 
charged with the responsibility of administering this law shall be furnished 
a bona fide bill of sale from the dealer showing when the manufactured 
home was bought and a certificate of title issued by the Alabama 
Department of Revenue or application for a certificate of title for a 1990 or 
subsequent year model manufactured home or, in the case of a used 
manufactured home brought into the state from any other state the county 
official charged with the responsibility of administering this law shall be 
furnished a bona fide certificate of title, manufacturer's certificate of origin 
or bill of sale, properly assigned, showing when the manufactured home 
was sold to an individual, firm, corporation or association now living or 
operating in this state. If such bill of sale or certificate of title is not 
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furnished, the manufactured home will be presumed to have been in the 
state for the two previous years and the registration fee shall be 
immediately due and payable for the two previous years plus the current 
year, but in no case will the registration fee be due and payable for any 
period prior to October 1, 1991. 

(f) Manufactured homes brought into the state during any tax year, new 
manufactured homes for which registration decals have never been 
issued, or manufactured homes sold from the stock of a dealer or 
otherwise acquired during any tax year, shall be subject to registration the 
same as if they had been held or owned in the state on October 1; except, 
that registration fees thereon shall be assessed on a quarterly basis as 
follows: 

(1) Manufactured homes brought into the state or sold from stock after 
October 1, but before January 1 following, shall be subject to registration 
the same as if held or owned in the state on October 1. 

(2) Manufactured homes brought into the state or sold from stock after the 
last day of December, but before April 1 following, shall be subject to 
registration for three quarters of the tax year. 

(3) Manufactured homes brought into the state or sold from stock after the 
last day of March, but before the first day of July following, shall be subject 
to registration for one half of the tax year. 

(4) Manufactured homes brought into the state or sold from stock after the 
last day of June, but before October 1, following, shall be subject to 
registration for one fourth of the tax year. 

(g) Any person, firm, or corporation acquiring a new manufactured home 
or bringing a manufactured home into the state for the first time, except a 
manufactured home which constitutes a part of the inventory of a dealer or 
manufacturer, shall have 30 calendar days from the date of the bill-of-sale 
or from the date the manufactured home entered the state for the first time 
to register said manufactured home without a delinquent fee. 

(h) Manufactured homes shall not be included in any assessment for ad 
valorem tax purposes made by any person, firm or corporation unless said 
manufactured home meets the requirements of subdivision (b)(15) of 
Section 40-11-1. Any manufactured home that is assessed for ad valorem 
tax purposes under subdivision (b)(15) of Section 40-11-1 shall not be 
subject to registration. 

(i) Any owner occupied manufactured home owned by any person over 
the age of 65 or any owner who is totally disabled shall be exempt from 
paying the annual registration fee. The exemption must be claimed 
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annually by the manufactured home owner between October 1 and 
November 30. Proof of age shall only be required once and a copy of 
proof may be kept on file. Proof of disability may be, but shall not be 
limited to, the written certification of such total disability by any two 
physicians licensed to practice in this state. The payment of the $5 
issuance fee will be required in order to receive the exemption and decal. 

(j) No manufactured home may be moved on the roads or highways of 
Alabama unless one of the following provisions are met: 

(1) Every person, firm, or corporation who owns, maintains, or keeps in 
this state a manufactured home, must obtain a permit to move said 
manufactured home on the highways of Alabama. The permit shall be 
obtained from the county official who administers the manufactured home 
registration laws. Proof of payment of the current registration fee, issuance 
fee, and any applicable penalties shall be required before the moving 
permit shall be issued. Manufactured home dealers shall not be required 
to obtain a moving permit when moving a manufactured home that is part 
of dealer's inventory or moving a manufactured home for the first time 
after a sale of such manufactured home from dealer's inventory as 
evidenced by a bill of sale or bill of lading. 

(2) If the manufactured home is owned by a dealer, manufacturer, lien 
holder, or an out-of-state person, firm, or corporation and is being 
transported within or through the State of Alabama, or entering the State 
of Alabama for the first time, then proof of ownership of said manufactured 
home by said person, firm, or corporation as evidenced by a tag, decal, 
bill-of-sale, bill of lading, or title shall be sufficient and a permit will not be 
required; provided, however, that a lien holder will be required to notify, in 
writing, within 10 days of moving any manufactured home, the county 
official charged with the responsibility of administering this law, and such 
official shall send a notice of any delinquent taxes, if applicable within 10 
days, and the lien holder shall pay delinquent tax within 30 days of being 
notified. 

(3) The above referenced moving permit shall be in addition to any other 
moving permits required by law. 

(4) The provisions of this section shall be enforced by any law 
enforcement officials in the State of Alabama. Any person, firm, or 
corporation moving a manufactured home on the roads or highways of 
Alabama without a moving permit shall be issued a traffic citation for 
failure to have in possession the required moving permit and shall be 
guilty of a Class C misdemeanor; and upon conviction thereof shall be 
subject to a fine of not less than $50. 
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(5) The issuing official shall charge a $10 fee for the above referenced 
moving permit. One-half of said fee shall accrue to the county general 
fund to cover the costs of obtaining and issuing said permits, and the 
remaining one-half shall accrue to the State Road and Bridge Fund. 

(6) The Department of Revenue shall design the above referenced moving 
permit and shall promulgate rules and regulations for their use. 

(k) Any person, firm, or corporation required to register a manufactured 
home under the provisions of this article must show proof of payment of 
sales/use tax before the decal may be issued. 

(l) Any person violating any provision of this article shall be guilty of a 
Class C misdemeanor and, upon conviction thereof, shall be subject to a 
fine of not less than $50. 

(m) All manufactured homes owned by the United States government, the 
State of Alabama, and county or municipal corporations are exempt from 
the registration fees provided for under this section. 

(n) For purposes of administering the provisions of this section the 
definition of "manufactured home" shall be the following: A structure, 
transportable in one or more sections, and which is built on a permanent 
chassis, and not designed normally to be drawn or pulled on the highway 
except to change permanent locations but is designed to be used as a 
dwelling, with or without a permanent foundation, when connected to the 
required utilities, including the plumbing, heating, air conditioning, and 
electrical systems, if any, contained therein. It may be used as a place of 
residence, business, profession, trade, or for any other purpose, by the 
owner, lessee, or assigns and may consist of one or more units that can 
be attached or joined together. 

(o) For the purposes of administering the provisions of this section, the 
definition of a manufactured home used for commercial purposes shall be 
any manufactured home except an owner-occupied manufactured home 
used as a single family residence (Code of Alabama 1975, Section 40-12-
255). 

 
Foundation Program Cost Ratio 

 
 The Foundation Program Cost Ratio which was presented in detail in Module 8 
also applies to countywide franchise, excise and privilege license taxes.   The key code 
citation for these taxes follows: 
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§ 16-13-31.  Record of receipts and disbursements; apportionment of 
county-wide taxes for Foundation Program. 
 
(a) The tax collector/revenue commissioner of each county must keep a 
record of all receipts and disbursements of school funds of his/her county 
to the local boards of education of the county. 
 
(b) The tax collector/revenue commissioner of each county shall apportion 
county-wide taxes collected for the purposes of participating in the 
Foundation Program to each local board of education in the county on the 
basis of the total calculated costs of the Foundation Program for those 
local boards of education within the county. The total calculated costs of 
the Foundation Program for each local board of education shall be the 
sum of state funds received from the Foundation Program and the amount 
of local effort required pursuant to paragraph a. of subdivision (3) of 
subsection (b) of Section 16-13-231. 
 
(c) The apportionment of county-wide taxes collected for the purposes of 
participating in the Foundation Program as determined in Section 16-13-
31(b) shall be used unless the local boards of education in a county sign a 
mutual agreement and secure the approval of the State Superintendent of 
Education to use some other plan involving desirable special adjustments 
(Code of Alabama 1975, Section 16-13-31). 
 

 This statutory provision appears to provide exception to both the distribution plan 
of both countywide ad valorem taxes and countywide franchise, excise, and privilege 
license taxes.  It also must be noted that counties may have separate statutory authority 
to levy a franchise, excise, or privilege license tax for any purpose or for school 
purposes.  If such an authorization exists, and it does for several counties, then the plan 
of apportionment may be stipulated in the enabling statute or granted to a specific 
authority. 
 

Municipal Tax 
 
 Municipalities were granted somewhat different authority.  The council or other 
governing body of all incorporated cities and towns were empowered to provide by 
ordinance for the levy and assessment of sales taxes parallel to the levy of the state 
sales tax.  ).  Further authority was granted for the levy and assessment of excise or 
use taxes parallel to the state levy and assessment of excise and use taxes  No 
spending restriction was placed upon the proceeds of any levy and the tax could be 
used for any purpose whereas the countywide tax was restricted to public schools only.  
The statutory authorization for the sales tax follows: 
 

Levy of sales tax authorized; exemption; construction. 
 

The governing body of any municipality within the State of Alabama 
may provide by ordinance for the levy and assessment of sales taxes, 
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parallel to the state levy of sales taxes as levied by Sections 40-23-1, 40-
23-2, 40-23-2.1, 40-23-4 to 40-23-31, inclusive, 40-23-36, 40-23-37, 
except for those provisions relating to the tax rate, and 40-23-38, except 
where inapplicable or where otherwise provided in this article; provided, 
that no municipality may levy any such tax against the Alcoholic Beverage 
Control Board of the State of Alabama in the sale of alcoholic beverages. 
The phrase "except where inapplicable," contained herein and in Sections 
11-51-201, 11-51-202, and 11-51-203, shall not be construed to permit a 
self-administered municipality to adopt or interpret an ordinance, 
resolution, policy, or practice that relies on that phrase, either directly or 
indirectly, in order to disavow, disregard, or attempt to disavow or 
disregard the mandate provided in this and the following sections for 
conformity with the corresponding state tax levy, unless the self-
administered municipality can demonstrate that the ordinance, resolution, 
policy, or practice will simplify collection or administration of the tax or is 
being made for the convenience of the taxpayer (Code of Alabama 1975,  
Section 11-51-200). 

 
The statutory authorization for the use tax, including provisions for a 

lodgings tax added in 1998, follows: 
 
Levy of excise or use tax authorized; levy of lodgings tax authorized. 
 
(a) The governing body of any municipality within the State of Alabama 
may provide by ordinance for the levy and assessment of an excise tax or 
use tax parallel to the state levy and assessment of excise or use taxes as 
levied by Article 2 of Chapter 23 of Title 40, except where inapplicable or 
where otherwise provided in this article. 
 
(b) The governing body of any municipality within the State of Alabama 
may provide by ordinance for the levy and assessment of a privilege or 
license tax in the nature of a lodgings tax, parallel to the state levy and 
assessment of the privilege or license tax as levied by Chapter 26 of Title 
40, except where inapplicable or where otherwise provided by this article. 
(Code of Alabama 1975, Section 11-51-202). 

 
 A further provision provided for the collection of the taxes by the state 
Department of Revenue: 

 
Collection of taxes by Department of Revenue – Generally; municipal 
rental tax levy. 
 

(a) The governing body of a municipality may pass an ordinance or 
resolution requiring the Department of Revenue to administer and collect 
any taxes levied and assessed under the provisions of this article, or any 
general, special, or local law relating to the levy or administration of a 
municipal sales and use, rental, or lodgings tax. In all cases where the 
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governing body of a municipality provides by ordinance or resolution for 
the administration and collection of any taxes levied under the provisions 
of this article, or any general, special, or local law relating to the levy or 
administration of a municipal sales and use, rental, or lodgings tax by the 
Department of Revenue, administration and collections shall be made 
under the same provisions and procedures provided for by Sections 11-
51-180 to 11-51-185, inclusive. 

 
(b) Any municipal rental tax levy administered and collected by the 

Department of Revenue pursuant to Section 11-51-207(a) or Section 11-
51-208 shall parallel the state levy of rental tax, except for the rate of the 
tax, as levied by Sections 40-12-220 to 40-12-224, inclusive, and shall be 
subject to all definitions, exceptions, exemptions, proceedings, 
requirements, provisions, rules, regulations, statutes of limitation, 
penalties, fines, punishments, and deductions as are provided by Section 
40-2A-7 and Sections 40-12-220 to 40-12-224, inclusive (Code of 
Alabama 1975, Section 11-51-207). 

 
Municipal Occupational Tax 
 

The principal statutory grant of authority for Alabama cities and towns to 
tax businesses or trades, occupations or professions is found in Section 11-51-
90, Code of Alabama, 1975.  Through the years the Supreme Court of Alabama 
has sanctioned the levy of business license schedules, gasoline taxes, tobacco 
taxes, amusement taxes, lodging taxes, gross receipts license taxes in the nature 
of sales taxes and the occupational license tax similar to an income tax based on 
this grant of license power.  Except as limited by special provisions hereafter 
listed, the rates are left to the legislative discretion of the municipal governing 
body, subject to the court-required test of reasonableness.  Section 11-51-90 
follows: 

 
§ 11-51-90.  Licensing of conduct of trade, business, profession, etc., 
in municipality authorized generally; licensing as to persons, etc., 
engaged in business in connection with interstate commerce; 
purposes for which licensing power conferred by division may be 
exercised. 

 
(a) All municipalities shall have the following powers: 
(1) To license any exhibition, trade, business, vocation, occupation, or 
profession not prohibited by the Constitution or laws of the state which 
may be engaged in or carried on in the city or town. 
(2) To fix the amount of licenses, the time for which they are to run, not 
exceeding one year, to provide a penalty for doing business without a 
license, and to charge a fee of not exceeding five dollars ($5) for issuing 
each license. 
(3) To require sworn statements as to the amount of capital invested, 
value of goods or stocks, or amounts of sales or receipts where the 
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amount of the license is made to depend upon the amount of capital 
invested, value of goods or stocks, or amount of sales or receipts and to 
punish any person or corporation for failure or refusal to furnish sworn 
statements or for giving of false statements in relation thereto. 
(b) The license authorized by subsection (a) of this section as to persons, 
firms, or corporations engaged in business in connection with interstate 
commerce shall be confined to that portion within the limits of the state 
and where the person, firm, or corporation has an office or transacts 
business in the city or town imposing the license. 
(c) The power to license conferred by this division may be used in the 
exercise of the police power as well as for the purpose of raising revenue, 
or both. 
 
Section 11-51-90, Code of Alabama, 1975, has been interpreted by the courts as 

giving municipalities authority to levy a tax for the privilege of working in the 
municipality.  Such a tax operates in a manner similar to an income tax.  The tax, which 
is in effect in at least 12 cities and towns, has been upheld by the Alabama Supreme 
Court on two occasions in the cases of Estes v. City of Gadsden, 266 Ala. 166, 94 So. 
2d 744 (1957), and McPheeter v. City of Auburn, 288 Ala. 286, 259 So. 2d 833 (1972).  
Such a tax cannot be collected from persons who work only in the police jurisdiction of a 
municipality.  See City of Mountain Brook v. Beaty, 349 So. 2d 1097 (Ala. 1977). 
 
Re-earmarking Sales and Use Taxes Levied by Local Laws for General 
Educational Purposes 
 
 As discussed earlier, local franchise, excise, and privilege license taxes can also 
be levied under the authority of a local law enacted by the Legislature of Alabama 
affecting one local governmental unit only for school purposes.  In many cases these 
local laws earmarked the proceeds for capital outlay purposes and prohibited local 
boards from using the tax proceeds for more pressing financial needs.  The following 
statute provides for an election to re-earmark the proceeds: 

 
Use of county sales and use tax funds for general educational 
purposes. 
 

(a) When approved at a referendum election held for such 
purposes in the manner hereinafter prescribed, any local board of 
education may divert any earmarked revenue derived by it from county 
sales and use taxes heretofore levied and imposed by local laws enacted 
by the Legislature of Alabama which exclusively earmarked such county 
sales and use taxes for capital outlay, construction and maintenance of 
public schools and use or spend the same for general educational 
purposes, including payment of teachers' salaries, other current school 
expenses, and costs of school transportation, the provisions of any 
general, special or local law to the contrary notwithstanding. 
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(b) Upon the written request of the local board of education to the 
county commission, the referendum elections referred to in subsection (a) 
of this section may be called, held and conducted as nearly as may be in 
accordance with state law. In counties which apportion such sales and use 
taxes between county boards of education and city boards of education 
under local laws or by agreement between said county and city boards of 
education, upon the joint written request of such county and city boards of 
education to the county commission, such referendum elections may be 
consolidated into one countywide vote, and the result of such consolidated 
election shall govern the permissive use of such earmarked revenue 
thereafter by both the county and city boards of education. 
 

(c) This section shall not be construed so as to permit or allow the 
diversion or use for general educational purposes of any earmarked or 
dedicated school revenue derived by any local board of education from 
county sales and use taxes which have heretofore been pledged by such 
local board of education or other governing body to the amortization, 
payment or retirement of any school bond issue, school loan or school 
contract of any kind which calls or provides for the payment thereof from 
said earmarked school revenues (Code of Alabama 1975, Section 16-13-
37). 

 
Alcoholic Beverage Taxes 
 
 A county may choose by referendum to become a “wet” county or a county 
where alcoholic beverages can be legally distributed and sold.  Failure of such a 
referendum results in a “dry” county or a county where all the statutes prohibiting the 
manufacture, sale, or distribution of alcoholic beverages remains in force.  Once “wet,” 
only nonrefrigerated malt beverages may be generally sold in the county, with spirituous 
or vinous liquors sold only at stores operated by the Alabama Alcoholic Beverage 
Commission or their licensees.  The governing board of any incorporated municipality 
within such a “wet” county may vote to exclude sales within its jurisdiction.  (Section 28-
2-22, Code of Alabama 1975),   
 
 Any county or municipality which allows the sale of malt beverages shall be 
authorized to levy and collect a tax of not to exceed $.05 on each 12 fluid ounces or 
fraction thereof.  However, the county shall not impose the tax on any incorporated 
municipality therein.  A minimum of 60 percent of the proceeds of such tax shall be used 
for public education and the balance for any other public use.  “The county commission 
shall distribute the proceeds of this tax for public education to school systems within the 
county of the same basis as the total calculated costs of the Foundation Program for the 
local boards of education within the county (Section 28-2-23, Code of Alabama 1975).” 
 
 In addition, a state distribution tax of beer is distributed in part to wet counties, 
with many different earmarking provisions regarding the purpose for which the funds 
shall be used.  Some of these proceeds are earmarked for public education (Section 28-
3-190, Code of Alabama 1975). 
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Taxes Levied as Local Government Taxes  
 
 Local school systems may receive tax-based revenues as an appropriation from 
a local governing body: 
 

 Any appropriate local governing body is authorized at any meeting of said 
governing body in any calendar year to appropriate any funds it may deem 
proper and expedient out of the general funds of the governing body’s treasury to 
local boards of education for the construction, repair, operation, maintenance, 
and support of new or existing public schools within the jurisdiction of said 
governing body (Section 16-13-36, Code of Alabama 1975). 
 
These appropriations may come from a local governing body tax which at the 

time of its passage was earmarked for public schools  An example of an earmarked tax 
would be a municipal ad valorem tax which is pledged to the municipal school system 
for capital outlay purposes.  Or the appropriation may come from any revenue source to 
the local governing body general fund.  This could be an unrestricted ad valorem tax, 
excise, franchise, or privilege license tax, an alcoholic beverage tax, an occupational 
tax, or a payment in-lieu-of-taxes from an entity benefiting for an abatement.  These 
appropriations may also come from Tennessee Valley Authority Payments. 
 

Tennessee Valley Authority Payments in Lieu of Taxes 
 
 The Tennessee Valley Authority, under the provisions of federal law 16 USC, 
Sec 831, makes annual in-lieu-of-taxes payments to the states in which its power 
properties and operations, previously subject to state and local taxation, are located.  
This amount is calculated as five percent of gross revenues from the sale of power in 
the preceding fiscal year, less revenues from power sold to federal agencies.  A state’s 
share is one-half of the annual amount divided proportionately among the states 
according to the value of the TVA’s power property in each state and one-half divided 
proportionately on the basis of the TVA’s power revenues from each state to the TVA’s 
total power revenues. 
 
 Alabama’s annual payments are distributed as follows:  (1) 20% to the State 
General Fund; (2) 75% to the counties and municipalities served by TVA, and (2) 5% to 
the dry counties and municipalities not served by TVA.  The allocation to local 
government units is on a formula basis.  State allocations are made to the governing 
bodies of the served counties.  The county authority then makes to affected agencies 
within its boundaries.  This unrestricted revenues may then be appropriated all or in part 
to local boards of education (Section 40-28-2,3, Code of Alabama 1975). 
 

Occupational Taxes 
 
 The Alabama Constitution prohibits cities and counties from collecting income 
taxes.  However, county governments can impose taxes which are specifically 
authorized by the legislature and which do not violate the Constitution.  The 
occupational tax, which is measured by a percentage of gross income or gross receipts, 
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is designated as a license or privilege license tax.  The Legislature granted any county 
in Alabama with a population of 500,000 or more the authority to levy a license or 
privilege tax upon any person engaging in any business for which he is not required by 
law to pay any license or privilege tax to either the State of Alabama or the county (Act 
406, 1967 Regular Session).  Jefferson County levied such a tax in January of 1988 at a 
rate of 0.5%.  The receipts from this revenue source can be appropriated by the county 
commission for any legal purpose, including an appropriation to the county school 
system. 
 
 Any municipality in Alabama has statutory authority “to license any exhibition, 
trade, business, vocation, occupation, or profession not prohibited by the Constitution or 
laws of the state which may be engaged in or carried on in the city or town (Code of 
Alabama 1975, Section 11-51-90).  Under this provision, several municipalities in 
Alabama have levied an occupational tax in accordance with state law.  The current rate 
for the City of Birmingham is 1.0%.  The receipts from this revenue source can be 
appropriated by the city council for any legal purpose, including an appropriation to the 
city school system. 
 

Other Local Taxes 
 

 Counties may levy a local gasoline tax if the legislature passes a local act 
authorizing the county commission to do so.  The local act usually sets the parameters 
of the tax and specifies the use of the funds collected.  The local act may also provide 
for a credit of municipal gas taxes paid within that county against the county tax owed or 
may exempt payment of a portion of the county tax in municipalities which levy a 
gasoline tax.  Municipalities may levy a municipal gasoline tax by city ordinance.  One-
half of the amount levied in the municipality may be levied in the police jurisdiction.  The 
ability of municipalities to levy a gasoline tax may be limited by a legislative act which 
levies a gasoline tax – i.e., cities within the county may be prohibited from levying a 
municipal gasoline tax, but may be given a share of the county tax.   Five counties in the 
State currently levy a local gasoline tax, and local municipalities may be given a share.   
 
 Amendment No. 93 to the Constitution of Alabama of 1901, as amended by 
Amendment No. 354 (proclaimed ratified November 19, 1952) provided that no monies 
derived from any fee, excise or license tax, levied by the state, relating to (1) 
registration, operation, or use of vehicles or (2) fuels used for propelling vehicles except 
pump taxes shall be expended for any purpose other than costs of construction,   
reconstruction, maintenance and repair of public highways and bridges, costs of 
highway rights of way, payment of highway obligations, the cost of traffic regulation, and 
the expense of enforcing state traffic and motor vehicle laws. Amendment No. 354 
(proclaimed ratified November 10, 1976) expanded upon Amendment No. 93 to allow 
for the distribution of proceeds from charges for personalized license plates or tags in 
any manner prescribed by the Legislature.  The exception to this is allowing the 
distribution of proceeds for charges for personalized license plates or tags for any 
purpose defined by statute.  
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  The public schools of Dallas, Lowndes, Montgomery, Perry, and Sumter 
counties receive proceeds from a county gasoline tax as do the public schools of Ft. 
Payne City.  The public schools of Andalusia City, Brewton City, Decatur City, Haleyville 
City, and Opp City receive proceeds from a city gasoline tax.  Local school systems 
may receive proceeds from a city tobacco tax, an amusement tax or other excise, 
franchise, or privilege license taxes.  If a county license tax is levied for school 
purposes, it must be used exclusively for school purposes, and distributed to the school 
systems of the county on the same basis of the total calculated costs for the Foundation 
Program for those local boards of education within the county (Code of Alabama 1975, 
Section 40-12-4). 
 
 Another local county tax is the Mineral Lease Documentary Tax.  Every mineral 
lease registered in Alabama is assessed a state tax.  This tax is distributed 30% to the 
State General Fund, 35% to the County General Fund, and 35% to the County Public 
School Fund.   This tax is in lieu of all ad valorem taxes on non-producing mineral 
leases, including local school taxes and the Public School Fund (Code of Alabama 
1975, Section 40-20-30).  The majority of county school systems annually receive 
meager funding from this tax. 
 

Required Local Taxation and Required Local Effort 
 
 In order for a local school system to participate in the 1995 Foundation Program, 
the appropriate local governing body must insure that the local school system is 
receiving an amount of local tax receipts equal to ten mills of school tax.  The amount of 
local taxation required is stipulated at 10.0 equivalent mills in Sections 16-13-
231(b)(1)a. and 16-13-237, Code of Alabama 1975). 
 
 In order for a local school system to participate in the allocation of the Public 
School Fund as referenced in the 1995 Foundation Program, each local board of 
education must match with additional local tax revenue on a variable scale the state 
allocation.  However, this amount of local taxation is not required to be levied and 
collected at the local level (Section 16-13-234(e), Code of Alabama 1975). 
 
 Given this situation, the required local taxation for public school systems is 10 
equivalent mills or less than the total local taxation that is necessary to meet 
participation requirements in the state funding scheme.  The stipulation for required 
local effort, or the amount of local revenues that will be calculated in the state allocation 
scheme is 10.0 mills or its tax based equivalent.   Thus, the local taxes that Alabama’s 
public schools are equal only to the amount required to be considered as required local 
effort or chargeback in the 1995 Foundation Program.  Therefore, local schools are not 
required any local tax effort over and beyond the chargeback.  The exception to this 
statement is, of course, the matching revenues necessary to match the state allocation 
of the Public School Fund.  However, this local tax revenue is not required by law. 
 
 Normally, a foundation program will require a required local rate to be levied 
which is significantly higher than the required local effort or chargeback.  This allows a 
local board of education to be provided with local revenues over and above the state 
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mandated program, which is required to be spent in accordance with state purposes, to 
pursue local educational goals and practices.  The 1995 Foundation Program thus 
assumes that all state-mandated programs and educational practices can be completely 
funded with the minimum rate of local taxation. 
 

Constitutional Limits on Local Application Statutes 
 
 The Constitution of 1901 enrolled prohibitions against the Legislature passing 
special local laws affecting only one governing body of the State in order to protect local 
governing bodies from special interest legislation.  Section 104, which follows, cites a 
long list of subjects of special application local laws which the Legislature is prohibited 
from approving.  Please note that this language does not prohibit the Legislature from 
approving a general application law which has effect statewide and which could 
accomplish the same desired outcome in a given local situation.   

Special, private or local laws — Prohibited in certain cases. 

The legislature shall not pass a special, private, or local law in any of the 
following cases: 

. . . . . (22) Establishing separate school districts; 
 . . . . . 
 

The legislature shall pass general laws for the cases enumerated in 
this section, provided that nothing in this section or article shall affect the 
right of the legislature to enact local laws regulating or prohibiting the 
liquor traffic; but no such local law shall be enacted unless notice shall 
have been given as required in section 106 of this Constitution 
(Constitution of 1901, Section 104). 
 

This provision states that no local application law can be passed by the Legislature that 
affects only one separate school district (school district normally means school tax 
districts as Alabama has school systems) and any problem facing local governing 
bodies in this regard must be addressed uniformly statewide by general law.  
 
 On September 26, 1919, the Legislature approved an act as a local law which 
divided Morgan County into five school districts and specified the territory to be included 
in each school district.  Furthermore, the act specified that the board of education would 
be composed of five members, one each to be elected from each of these school 
districts, rather than the electors of the county at large.  In 1924, the Alabama Supreme 
Court declared portions of this act unconstitutional and thus rendered the remainder of 
the act useless.  The Court concluded that the creation by special local act of school 
districts in Morgan County was precluded by Section 104 of the Constitution of 1901:  
“Separate school districts in this state must be established in the different counties, not 
by the Legislature, but under the general laws, by the boards of education of the 
respective counties.”  General law already provided for both authority of any county 
board of education to establish school districts and for the election of county boards of 
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education.  Clearly, Section 104 was violated (Kyle v. Wiggins, Supreme Court of 
Alabama, November 1, 1924, 212 Ala. 116; 102 So. 145). 
 
 A further Section 105 of the Constitution of 1901 provides for the special 
circumstances in which this prohibition as provided for in Section 104 could be 
circumvented.  Section 105 of the Constitution of 1901 has this additional provision: 

Same Prohibited in cases provided for by general law; exception as 
to time of holding courts; partial repeal of general laws. 

No special, private, or local law, except a law fixing the time of 
holding courts, shall be enacted in any case which is provided for by a 
general law, or when the relief sought can be given by any court of this 
state; and the courts, and not the legislature, shall judge as to whether the 
matter of said law is provided for by a general law, and as to whether the 
relief sought can be given by any court; nor shall the legislature indirectly 
enact any such special, private, or local law by the partial repeal of a 
general law (Constitution of 1901, Section 105). 
 

Section 105 again states that the Legislature has no authority to approve a special, 
private, or local law in any case which is provided for by a general law.  Given these 
constitutional prohibitions.  
 
Special Sales and Use Tax Denied for Madison County and Approved for Marshall 
County 
 
Madison County. Difficult financial circumstances were facing the Madison County 
School System in 1985 with the creation of the Huntsville City School System and the 
lack of a countywide sales/use tax.  The Legislature was considering the approval of a 
local bill (H.B. 704) which authorized the Madison County Commission to levy and 
collect sales and use taxes in the county, excluding only the city of Huntsville, but 
including all other municipalities within the county, but which would be used only for the 
benefit of the Madison County School System.  The Legislature asked the Supreme 
Court for an advisory Opinion on the constitutionality of this proposed legislation.  The 
Supreme Court concluded that this bill contained subject matter already subsumed 
(provided for) by general law in § 40-12-4 and would be prohibited by Section 105 of the 
Constitution (Opinion of the Justices No. 311, 469 So. 2d 105; 1985 Ala.) 
 
Marshall County.   Irrespective of this Opinion of the Justices, Representatives Moon 
and Rains, to meet the financial crisis facing the Marshall County School System, after 
the withdrawal of Albertville in 1985, and the accompanying loss of tax base to the 
Marshall County School System, introduced local legislation in 1987 to allow the 
Marshall County Commission to levy and collect a sales and use tax.  The area to be 
taxed would be the county, but excluding any incorporated municipality with a city board 
of education.  This would of course exclude the cities of Albertville, Arab, and 
Guntersville. The distribution of the tax proceeds would only be to the Marshall County 
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School System In addition, the statute included a maximum rate of tax of 1.0 percent.  
This measure was approved by the Legislature (Acts of Alabama, No. 87-537). 
 
  In 1994, Taxpayers brought constitutional challenge to this statute and in Circuit 
Court and in the State Supreme Court, the statute was determined to be constitutional.  
The Court concluded that the conditions in Marshall County created the need for special 
attention by the Legislature, and that these special needs were not provided for by the 
general law.  The Court further noted that there was not a willingness on local city 
school systems to participate in a countywide sales/use tax that would share revenues 
and that the sales tax sought by the Marshall County School System could only be 
achieved by this local act (Melinda Startling Miller and Keith E. Johnson v. Marshall 
County Board of Education et al., Supreme Court of Alabama, 1995, 652 So. 2d 759). 
 
 It appears that the State Supreme Court did not review its Opinion in the earlier 
case of Madison County and reach a conclusion contrary to this Opinion.  Marshall 
County is the only situation of this type of special local act having been approved by the 
State Supreme Court.  Due to the special nature of this approval. Any similar legislation 
for another situation would face additional judicial review. 

 
 

Appendices Which Follow 
 

FRANCHISE, EXCISE, AND PRIVILEGE LICENSE TAXES 
 
Appendix 9-1 Gross State Sales Tax Collections by Month, FY 1996 to FY 2004 
Appendix 9-2 Quarterly Share of Sales Tax Receipts, FY 1996 to FY 2003 
Appendix 9-3 Detailed Local Tax Revenues for Local Boards of Education for 

FY 2003 
Appendix 9-4 Public Affairs Research Council of Alabama, 2001 County Sales 

Tax Rates (In Cents, as of 9-1-01) 
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Appendix 9-1 
Gross State Sales Tax Collections by Month, FY 1996 to FY 2004 
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Appendix 9-2 
Quarterly Share of Sales Tax Receipts, FY 1996 to FY 2003 

Quarterly Gross State Sales Tax Receipts 
as a Percent of Annual Total (Nine Year Average)
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Appendix 9-3  
Detailed Local Tax Revenues for County Boards of Education for FY 2003 

1 COUNTY
County Regular 

Ad Valorem

County 
Reappraisal Ad 

Valorem
County Special 

Ad Valorem

Other County 
Ad Valorem 

Taxes
Business 

Privilege Tax County Sales Tax

County Sales and 
Use Tax - Motor 

Vehicles and Boats
County 

Gasoline Tax
County Alcohol 
Beverage Tax

County Tobacco 
Tax

# System 6010 6020 6030-6053 6090 6095 6110 6120 6130 6140 6160
1 Autauga County 1,331,281.92        -                      6,245,048.57        
2 Baldwin County 8,640,389.23        10,800,461.91     1,011,022.02        27,760,074.61      314,498.59        
3 Barbour County 248,539.90           -                      29,818.57             578,172.78           16,865.44              
4 Bibb County 373,605.44           -                      620,630.62           
5 Blount County 904,301.37           452,150.67          -                       2,841,719.80        
6 Bullock County 329,678.66           437,760.88          187,912.13           
7 Butler County 1,778,983.25        -                      12,504.59             685,751.53           70,916.63          
8 Calhoun County 2,187,547.36        -                      51,289.73             411,830.96        
9 Chambers County 1,288,760.49        -                      24,825.04             1,875,441.40        69,427.30              209,755.54        

10 Cherokee County 2,043,692.61        -                      547,933.88           
11 Chilton County 1,322,535.84        365,446.26          26,509.47             2,510,193.91        
12 Choctaw County 170,512.48           2,223,371.51       678,237.16           40,034.33          
13 Clarke County 1,358,940.74        810,347.18          377,304.78           46,202.66          
14 Clay County 287,706.01           382,913.47          449,503.21           19,419.18              
15 Cleburne County 746,100.99           -                      6,041.58            
16 Coffee County 301,603.14           -                      18,298.56             810,764.06           
17 Colbert County 550,717.11           -                      42,669.18             2,835,334.71        23,801.09              43,130.18          
18 Conecuh County 569,810.21           -                      659,763.81           106,548.65        88,519.80          
19 Coosa County 372,071.76           -                      59,741.51          
20 Covington County 562,051.21           -                      10,019.18             1,395,181.80        
21 Crenshaw County 328,965.25           -                      731,238.64           29,721.96              
22 Cullman County 1,768,488.91        -                      145,260.39           4,369,748.51        
23 Dale County 431,920.65           -                      944,209.23           
24 Dallas County 1,022,648.64        -                      26,874.04             824,989.03           5,336.05                
25 DeKalb County 961,995.38           -                      62,757.52             2,185,352.22        117,438.38        
26 Elmore County 1,824,987.49        -                      13,925.41             4,098,997.08        288,772.85        
27 Escambia County 833,462.45           -                      52,045.05             1,615,263.45        110,727.33        21,915.38          
28 Etowah County 2,002,574.97        -                      1,815,046.57        342,425.70        
29 Fayette County 382,249.55           -                      2,105,116.57        641.68                   
30 Franklin County 497,824.13           -                      30,557.98             849,050.63           29,744.59              1,684.82            
31 Geneva County 657,973.45           -                      652,632.08           12,785.03              
32 Greene County 1,066,968.06        -                      612,908.12           47,154.77          
33 Hale County 381,872.67           -                      1,118,005.87        
34 Henry County 989,855.92           -                      17,810.15             989,095.78           
35 Houston County 1,798,015.28        -                      3,518,029.17        66,810.75              
36 Jackson County 916,916.38           -                      4,673,726.46        
37 Jefferson County 22,951,460.67      -                      896,715.04           874,802.21        
38 Lamar County 370,356.80           -                      9,202.07               839,760.73           
39 Lauderdale County 691,305.16           1,997,103.71       3,214,837.57        9,984.80            79,987.67          
40 Lawrence County 1,414,388.82        -                      3,851,858.50        
41 Lee County 2,052,300.05        -                      7,125,688.47        748,743.67        
42 Limestone County 1,576,828.74        -                      27,837.42             7,537,155.81        
43 Lowndes County 291,553.81           -                      847,561.88           61,806.35          38,045.25          14,630.76          
44 Macon County 1,408,850.02        480,681.44          12,115.32             82.57                     
45 Madison County 4,782,109.30        -                      6,199,170.42        229,934.98        
46 Marengo County 327,621.68           -                      21,987.47             678,214.99           69,846.18              
47 Marion County 504,842.44           -                      124,518.53           1,010,132.21        
48 Marshall County 1,247,941.74        -                      2,505,237.05        
49 Mobile County 19,628,375.46      26,171,205.74     211,071.22           4,108,176.44          3,255,787.59     2,883,918.83     
50 Monroe County 687,783.70           -                      1,169,552.39        
51 Montgomery County 8,287,925.15        -                      557,362.40           17,124,362.94      1,597,275.05     
52 Morgan County 2,687,717.16        -                      93,603.59             6,731,950.28        
53 Perry County 213,435.18           133,163.18          20,696.32             363,620.91           28,445.08          46,797.90          
54 Pickens County 1,152,080.00        -                      178,426.22           
55 Pike County 573,782.98           -                      2,412,620.79        30,529.37              
56 Randolph County 422,106.96           -                      739,446.56           
57 Russell County 741,710.09           -                      27,067.67             1,626,762.08        181,891.70             89,064.20          
58 Saint Clair County 1,309,963.25        1,746,617.13     -                      102,439.04           2,721,715.91        76,776.30          
59 Shelby County 6,374,105.58        19,122,101.29     557,625.84           7,731,327.88        317,937.56        
60 Sumter County 140,024.42           905,786.58          56,927.86             1,035,347.78        257,550.66             94,483.80          36,170.98          
61 Talladega County 1,481,889.84        1,111,488.48       19,229.77             3,467,799.78        80,527.02              344,192.05        
62 Tallapoosa County 704,532.17           1,372,500.00       1,124,164.29        108,211.39        
63 Tuscaloosa County 3,648,080.07        1,610,406.11       17,689,090.43      
64 Walker County 1,430,564.56        -                      8,742,926.60        
65 Washington County 1,282,706.92        1,549,575.75       39,102.30             
66 Wilcox County -                      1,779,659.01        
67 Winston County 388,707.14           467,103.23          1,467,504.29        20,467.13               

 
 

    
  260        
     



Alabama Public School Finance Reference 
Revenues - Franchise, Excise, and Privilege License Taxes 
 
 

Appendix 9-3 (continued) 
Detailed Local Tax Revenues for County Boards of Education for FY 2003 

2 COUNTY County Mineral 
Lease Documen-

tary Tax
County 

Severence Tax Other County Tax
District Regular 

Ad Valorem

District 
Reappraisa Ad 

Valorem
District Special 

Ad Valorem
Other District Ad 

Valorem District Sales Tax
District 

Gasoline Tax

District 
Alcohol 

Beverage Tax
# System 6170 6180 6190 6210 6220 6230 6290 6310 6330 6340
1 Autauga County 1,009,983.29        
2 Baldwin County 3,844.06           54,802.08            6,465,625.88        
3 Barbour County 1,173.25              209,372.98          
4 Bibb County 1.30                  70,899.46            306,046.04          601.98                 
5 Blount County 172.42              641,640.83          
6 Bullock County -                    246,960.51          
7 Butler County 126.35              
8 Calhoun County 126.29              669,145.61          1,024,514.87     2,675,017.60        
9 Chambers County 876,366.64          

10 Cherokee County 1.46                  40,245.01            438,003.69          729,916.73          
11 Chilton County 197.13              808,083.35          
12 Choctaw County 677.76              88,299.52            
13 Clarke County 704.71              635,657.13          
14 Clay County 193,648.38          
15 Cleburne County 633,176.94          27,145.31      
16 Coffee County 136.06              157.18                 604,260.97          431,614.96          
17 Colbert County 323.52              495,964.04          826,606.90          
18 Conecuh County 690.65              185,734.14          
19 Coosa County 12.69                745,115.94          
20 Covington County 2,201.26           557,063.33          
21 Crenshaw County 67.78                197,423.43          
22 Cullman County 835,073.30          
23 Dale County 5.00                  17,364.11            560,211.79          867,036.67          
24 Dallas County 3,023.96              367,465.73          
25 DeKalb County 542.77              634,354.58          1,585,900.34        
26 Elmore County 207.59              1,447,342.11        
27 Escambia County 3,407.32           754,571.11        745,985.30          252,624.21          
28 Etowah County 230.25              1,088,902.60        1,793,487.94        
29 Fayette County 3,232.93           196,241.35          
30 Franklin County 2,100.69           -                      500,252.27          
31 Geneva County 199.38              274,653.21          
32 Greene County 264.72              305,800.15          
33 Hale County 15.08                76,095.93            287,159.17          
34 Henry County 1.54                  330,050.14          
35 Houston County 65.31                1,489,486.76        
36 Jackson County 684,123.16          
37 Jefferson County 763.76              10,572,553.56      29,713,721.70     
38 Lamar County 888.37              131,835.69        276,407.95          
39 Lauderdale County 684.73              192,830.70          951,484.04          1,665,097.03        
40 Lawrence County 525,874.90          
41 Lee County 45,449.94            902,008.07          3,892,846.60        
42 Limestone County 815,503.76          
43 Lowndes County 8.14                  218,960.42          
44 Macon County 36,037.12            257,461.37          
45 Madison County 2,023,632.13        3,288,675.91        5,443,168.06       
46 Marengo County 4.44                  312,561.04          
47 Marion County 2,174.22           4,090.41            427,540.79          
48 Marshall County -                    86,166.31            4,049,739.53        
49 Mobile County 1,397.01           1,554,828.40     15,795,984.04     11,449,868.70      6,476,898.78       8,449,871.08       
50 Monroe County 2,630.85           1,025,039.93        
51 Montgomery County 6,439,579.72        
52 Morgan County 8.60                  54,665.77            2,457,670.49        4,478,851.63        
53 Perry County 14.08                38,061.19            268,896.06          
54 Pickens County 501.78              69,984.67            504,876.46          
55 Pike County 226,468.12          
56 Randolph County 4,506.09              416,137.69          693,562.81          
57 Russell County 4,652.77              1,238,751.94        
58 Saint Clair County 1,139.38           1,063,459.27        
59 Shelby County 268.85              7,974.14              15,145,745.21      4,122,748.13        
60 Sumter County 131.36              665,038.85          281,646.41          
61 Talladega County 3,370.47              1,413,164.21        3,067,802.49        
62 Tallapoosa County 8.81                  66,662.78            430,980.12          
63 Tuscaloosa County 175,000.00        684,384.92          2,868,542.91        
64 Walker County 977,551.10          
65 Washington County 1,087.43           150,516.67          948,262.47          
66 Wilcox County 349.26              341,691.09          
67 Winston County 842.52              27,587.51            376,890.01           
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Appendix 9-3 (continued) 
Detailed Local Tax Revenues for County Boards of Education for FY 2003 

3 COUNTY
District 

Tobacco Tax

Helping 
Schools 

Vehicle Tags

Manu-factured 
Homes 

Registration Fee
Other District 

Tax

County 
Commision 

Appropriations
City Council 

Appro-priations
Pari-mutual 

Betting
TVA in Lieu of 

Taxes
Revenue in Lieu 

of Taxes

Other Local 
Govern-ment 

Taxes
Total Local Tax 

Revenue
# System 6360 6370 6380 6390 6510 6520 6530 6540 6550 6590
1 Autauga County 11,067.20      13,848.10          8,000.00            8,619,229.08           
2 Baldwin County 58,148.20      34,231.10          169,733.07        93,026.79          55,405,857.54         
3 Barbour County 2,127.42        2,493.12            31.95               3,085.00            200,000.00      1,291,680.41           
4 Bibb County 7,009.87        928.50               1,379,723.21           
5 Blount County 7,579.40        25,431.44          4,872,995.93           
6 Bullock County 9,195.36        6,144.75            5,900.00            1,223,552.29           
7 Butler County 6,091.46        2,263.72            2,556,637.53           
8 Calhoun County 9,448.85        19,002.74          231,269.20        6,003.60            7,285,196.81           
9 Chambers County 4,742.92        11,950.87          4,361,270.20           

10 Cherokee County 4,464.20        3,531.75            55,000.00          159.73            3,862,949.06           
11 Chilton County 6,742.50        5,039,708.46           
12 Choctaw County 2,766.67        883.75               5,000.00            3,209,783.18           
13 Clarke County 7,567.83        941.00               49,704.86        3,287,370.89           
14 Clay County 1,964.63        1,345.00            1,336,499.88           
15 Cleburne County 2,615.59        4,781.13            1,419,861.54           
16 Coffee County 1,639.08        5,106.97            2,173,580.98           
17 Colbert County 2,987.88        10,077.40          3,608.40          697,865.06     5,533,085.47           
18 Conecuh County 4,428.87        1,615,496.13           
19 Coosa County 6,603.01        3,551.50            7,125.00            1,194,221.41           
20 Covington County 3,093.20        7,303.13            31,000.00          2,567,913.11           
21 Crenshaw County 2,185.61        5,758.89            1,295,361.56           
22 Cullman County 8,637.34        10,030.22          26,178.51          175,000.00     7,451.70          7,345,868.88           
23 Dale County 1,790.29        2,822,537.74           
24 Dallas County 5,184.77        2,255,522.22           
25 DeKalb County 7,706.99        13,090.55          24,000.00          574,904.34     6,168,043.07           
26 Elmore County 11,416.14      15,981.76          7,701,630.43           
27 Escambia County 5,591.33        6,030.01            272,941.38         4,674,564.32           
28 Etowah County 9,776.58        11,274.21          75,590.15          7,139,308.97           
29 Fayette County 3,301.39        3,453.00            17,642.59          630.93               2,712,509.99           
30 Franklin County 2,139.02        3,550.37            300,264.30     2,217,168.80           
31 Geneva County 1,139.22        6,067.89            1,605,450.26           
32 Greene County 6,926.25        1,269.36            4,000.00            90,000.00        2,135,291.43           
33 Hale County 9,940.79        2,044.13            56,050.24        1,931,183.88           
34 Henry County 2,917.84        5,910.61            7,500.00            2,343,141.98           
35 Houston County 1,941.20        25,962.23          100,000.00        7,000,310.70           
36 Jackson County 5,235.55        1,728,515.39     8,008,516.94           
37 Jefferson County 20,215.88      31,739.66          53,584.27          140,087.14      65,255,643.89         
38 Lamar County 1,732.19        1,630,183.80           
39 Lauderdale County 9,009.11        11,715.87        737,930.21     9,561,970.60           
40 Lawrence County 14,189.10      5,348.44            352,244.53     99,812.92        6,263,717.21           
41 Lee County 7,044.81        50,224.60          14,824,306.21         
42 Limestone County 9,416.27        5,834.60            5,000.00            1,157,867.77  11,135,444.37         
43 Lowndes County 10,195.15      4,747.62            1,487,509.38           
44 Macon County 10,160.30      1,906.51            6,750.00            886,441.63      24,353.33        3,124,839.61           
45 Madison County 27,971.98      16,942.58          1,200.00            3,172,885.01  25,185,690.37         
46 Marengo County 3,987.41        3,827.50            1,418,050.71           
47 Marion County 5,208.03        3,313.39            17,194.40          116,337.19         2,215,351.61           
48 Marshall County 5,626.44        16,522.68          25,400.00          50,000.00           503,386.12     8,490,019.87           
49 Mobile County 576,350.67     109,263.29     83,881.23          -                     251,536.55      1,232,219.89     102,240,634.92       
50 Monroe County 9,974.54        -                     56,615.95           2,951,597.36           
51 Montgomery County 35,563.95      578,062.71        2,459,257.99      37,079,389.91         
52 Morgan County 6,509.99        22,778.45          500.00               1,583,649.44  54,008.75          18,171,914.15         
53 Perry County 6,158.86        3,874.75            6,500.00            1,129,663.51           
54 Pickens County 6,040.56        8,520.77            1,920,430.46           
55 Pike County 1,034.63        4,798.01            3,249,233.90           
56 Randolph County 1,546.17        5,235.12            7,068.37          2,289,609.77           
57 Russell County 2,104.15        14,381.25          1,500.00            -                 245,711.88        4,173,597.73           
58 Saint Clair County 7,079.57        19,130.62          41,153.00          7,089,473.47           
59 Shelby County 21,588.55      17,457.42          125,000.00        71,892.42        53,615,772.87         
60 Sumter County 69.74             1,500.00            3,474,678.44           
61 Talladega County 18,460.14      2,365.73            -                     11,010,289.98         
62 Tallapoosa County 4,161.77        15,392.73          150,000.00        3,976,614.06           
63 Tuscaloosa County 13,554.78      19,948.19          1,780,938.14     249,999.63         230,191.99        28,970,137.17         
64 Walker County 4,731.40        63,089.72        11,218,863.38         
65 Washington County 6,939.87        2,264.14            250.00               44,360.00        4,025,065.55           
66 Wilcox County 8,197.77        1,877.56            3,585.00            2,135,359.69           
67 Winston County 2,522.52        3,023.12            48,762.53        2,803,410.00            
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Appendix 9-3 (continued) 
Detailed Local Tax Revenues for City Boards of Education for FY 2003 

4 CITY County Regular 
Ad Valorem

County 
Reappraisal Ad 

Valorem
County Special 

Ad Valorem

Other County 
Ad Valorem 

Taxes
Business 

Privilege Tax County Sales Tax

County Sales and 
Use Tax - Motor 

Vehicles and Boats
County 

Gasoline Tax
County Alcohol 
Beverage Tax

County Tobacco 
Tax

# System 6010 6020 6030-6053 6090 6095 6110 6120 6130 6140 6160
68 Albertville City 636,249.59           -                      6,341.87               
69 Alexander City 798,593.24           -                      1,257,322.84        115,528.96        
70 Andalusia City 329,776.75           -                      7,022.82               780,849.78           
71 Anniston City 583,780.19           -                      48,287.49             110,422.27        
72 Arab City 479,128.56           -                      5,459.88               
73 Athens City 609,109.74           -                      27,868.85             2,725,513.92        35,440.40              
74 Attalla City 460,077.79           -                      413,729.57           35,605.93          
75 Auburn City 1,015,238.25        -                      31,015.67             2,542,357.15        411,589.02        
76 Bessemer City 2,183,220.23        -                      77,028.35             
77 Birmingham City 18,378,944.62      -                      1,648,244.37        
78 Brewton City 233,520.92           -                      15,759.13             517,334.57           
79 Cullman City 412,301.61           493,649.43          907.88                  
80 Daleville City 259,797.57           -                      3,528.89               556,687.67           
81 Decatur City 2,720,853.62        -                      369,341.38     5,082,069.48        
82 Demopolis City 449,198.16           -                      99,891.58             1,035,866.62        
83 Dothan City 2,419,264.27        -                      185,390.64     68,302.48             5,356,404.38        
84 Elba City 221,598.27           -                      28,907.05             379,308.20           
85 Enterprise City 982,299.22           -                      31,315.65             1,989,843.60        
86 Eufaula City 448,513.38           -                      219,942.80           31,542.11              
87 Fairfield City 1,080,575.08        -                      29,934.02             
88 Florence City 1,217,659.47        -                      137,751.94           1,589,524.04        26,590.36              26,640.13          
89 Fort Payne City 68,416.33             -                      84,224.83             744,085.06           39,983.73          
90 Gadsden City 1,278,243.97        -                      102,358.69        
91 Geneva City 338,235.03           -                      349,879.26           
92 Guntersville City 334,277.26           -                      9,029.81               
93 Haleyville City 270,291.01           216,681.70          532,809.01             
94 Hartselle City 969,712.63           -                      160,827.90     22,200.93             1,810,722.71        
95 Homewood City 1,588,219.36        -                      
96 Hoover City 6,644,970.41        -                      169,892.24           891,785.83           
97 Huntsville City 6,523,932.47        -                    -                      -                 8,948,208.40        -                    -                    -                    
98 Jacksonville City 368,612.04           -                      8,349.65               2,449.93            
99 Jasper City 392,996.23           -                      29,327.89             2,789,520.06        
100 Lanett City 343,508.12           -                      8,242.72               495,068.19           25,140.68              62,580.63          
101 Leeds City -                      
102 Linden City 110,254.56           -                      13,299.26             267,374.84           
103 Madison City 1,767,193.10        -                      2,436,553.36        106,321.56        
104 Midfield City 576,227.56           -                      
105 Mountain Brook City 1,979,443.15        -                      
106 Muscle Shoals City 407,130.91           -                      61,992.23             888,208.53           4,769.61                46,738.58          
107 Oneonta City 155,423.88           77,713.00            9,703.95               588,589.59           
108 Opelika City 1,031,477.49        -                      23,192.47             2,542,202.90        375,373.84        
109 Opp City 260,920.08           -                      4,329.04               632,246.47           
110 Oxford City 682,093.01           103,469.83          23,688.86             133,521.68        
111 Ozark City 445,087.46           -                      4,809.78               969,390.76           
112 Pell City 696,497.38           928,761.35          41,791.35          
113 Phenix City 723,134.88           -                      227,461.54     2,179,724.80        266,609.01             
114 Piedmont City 149,611.43           -                      44,642.01          
115 Roanoke City 283,184.66           -                      8,550.32               482,374.21           
116 Russellville City 375,486.93           -                      630,832.76           23,072.12              
117 Scottsboro City 386,406.41           -                      24,976.42             2,010,516.43        
118 Selma City 934,493.66           -                      31,035.42             
119 Sheffield City 226,248.60           -                      22,497.57             803,558.42           5,644.80                46,738.58          
120 Sylacauga City 428,610.57           321,470.54          20,849.32             1,102,765.58        22,099.14              101,127.65        
121 Talladega City 583,835.64           437,893.92          22,394.40             1,501,553.43        27,217.97              124,200.39        
122 Tallassee City 343,380.18           -                      4,378.02               676,942.13           49,273.30          
123 Tarrant City 664,486.99           -                      1,116.34            
124 Thomasville City 565,828.46           377,142.18          156,139.02           1,211.83                
125 Troy City 574,325.75           -                      2,631,910.16        
126 Tuscaloosa City 2,980,119.24        -                      737,985.41           6,797,506.00        
127 Tuscumbia City 239,920.69           -                      8,592.32               669,619.03           4,822.16                46,738.58          
128 Vestavia Hills City 1,887,448.51        -                      
129 Winfield City 167,784.60           -                    -                      24,781.08      -                       -                       -                         -                    -                    -                    

Total
204,677,769.93    1,746,617.13     73,350,349.34     967,802.54     8,182,627.00        260,314,479.01    6,030,593.34          1,941,117.21     9,766,921.37     3,581,040.65      

 
 

    
  263        
     



Alabama Public School Finance Reference 
Revenues - Franchise, Excise, and Privilege License Taxes 
 
 

Appendix 9-3 (continued) 
Detailed Local Tax Revenues for City Boards of Education for FY 2003 

5 CITY
County Mineral 

Lease 
Documentary 

Tax
County 

Severence Tax Other County Tax
District Regular 

Ad Valorem

District 
Reappraisa Ad 

Valorem
District Special 

Ad Valorem
Other District Ad 

Valorem District Sales Tax
District 

Gasoline Tax

District 
Alcohol 

Beverage Tax
# System 6170 6180 6190 6210 6220 6230 6290 6310 6330 6340
68 Albertville City 481,928.48          1,000,000.00        1,430,587.74       
69 Alexander City 554,103.75          755,492.45          
70 Andalusia City 218,682.82          
71 Anniston City 641,156.90          855,732.51          
72 Arab City 245,710.59          1,869,237.11       
73 Athens City -                      489,397.09          2,348,390.14       
74 Attalla City 102,286.20          168,471.35        
75 Auburn City 927,223.71          -                       5,242,494.74       
76 Bessemer City 40,052.09            849,654.80          1,991,551.64        1,637,002.62       
77 Birmingham City 42,257,713.77      
78 Brewton City 226,023.77          144,405.05          237,056.58          27,775.20     32,352.18      
79 Cullman City 3,554.03              592,201.94          1,269,002.54        309,969.90          
80 Daleville City 80,619.18            114,391.89          
81 Decatur City 215,429.22          1,506,105.04        6,320,072.35        245,675.93          7,445,083.44       
82 Demopolis City 180,926.30          606,013.56          
83 Dothan City 1,817,559.18        
84 Elba City 131,036.83          126,939.61          128,650.59          28,266.45      
85 Enterprise City 524,749.64          1,009,569.13       2,608,961.97       
86 Eufaula City 315,192.13          525,320.35          840,512.62          1,085,440.50       
87 Fairfield City 340,249.38          1,178,996.66        
88 Florence City 1,782,720.80        2,751,847.02        763,095.68          3,121,878.56       61,000.00      
89 Fort Payne City 1,395,051.18        
90 Gadsden City 21,931.72            2,662,245.51        1,275,347.65     1,175,418.03       
91 Geneva City 80,906.72            520,804.82          
92 Guntersville City 297,758.10          791,203.77          2,188,582.75       195,551.67     
93 Haleyville City 78,040.94            306,623.27          76,161.07     
94 Hartselle City 799,542.76          184,594.82          
95 Homewood City 2,097,054.42        3,513,882.50        5,151,539.96       7,077,097.70       
96 Hoover City 10,763,636.94      23,694,455.69      
97 Huntsville City -                    -                    -                      24,275,691.38      -                    1,500,000.00        -                      12,999,254.00     -               -                 
98 Jacksonville City -                      165,303.17          551,009.61          71,039.77      
99 Jasper City 154,754.35          271,036.45          200,165.40          1,919,134.72       
100 Lanett City 142,059.50          
101 Leeds City
102 Linden City 60,118.23            
103 Madison City 1,105,197.44        5,007,509.62        2,093,639.01       
104 Midfield City 168,741.63          283,490.52          
105 Mountain Brook City 15,514,822.13      
106 Muscle Shoals City 2,466.02              299,443.00          1,297,586.37        44,023.49      
107 Oneonta City 152,256.33          365,236.42          
108 Opelika City 8,536.99              566,824.52          1,100,000.00        
109 Opp City 97,917.25            133,360.77          37,025.37     
110 Oxford City 352,237.72          1,281,261.23        
111 Ozark City 289,509.02          1,029,705.06        
112 Pell City 415,410.21          1,736,787.50       
113 Phenix City 40,148.54            619,734.59          3,129,636.65        
114 Piedmont City 424,088.75          
115 Roanoke City 100,980.49          164,532.60          
116 Russellville City 5,210.81              230,112.29          695,274.82          
117 Scottsboro City 291,448.21          776,056.26          1,350,000.00       125,000.00     
118 Selma City 331,494.74          1,216,420.49        250,224.43          243,255.83     
119 Sheffield City 621,161.73          395,709.00          
120 Sylacauga City 999.69                 235,318.73          
121 Talladega City 890.52                 224,262.99          
122 Tallassee City 208,063.23          
123 Tarrant City 362,400.35          619,287.14          531,650.23          
124 Thomasville City 88,881.33            
125 Troy City 422,671.25          
126 Tuscaloosa City 6,092,101.92       2,731,153.68        7,852,066.86        
127 Tuscumbia City 216.62                 104,938.99          17,489.85          349,796.28          111,888.76          
128 Vestavia Hills City 5,976,358.54        5,455,567.26        3,955,915.10       656,408.44          
129 Winfield City -                    -                    -                      74,130.57            -                    263,894.23          -                      856,191.83          -               -                 

Total 32,459.61         2,620,325.61     25,098,250.73     213,584,399.24    2,485,823.72     118,018,832.63    54,644,408.23     70,917,196.00     140,961.64   827,634.70       
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Appendix 9-3 (continued) 
Detailed Local Tax Revenues for City Boards of Education for FY 2003 

6 CITY District 
Tobacco Tax

Helping 
Schools 

Vehicle Tags

Manufactured 
Homes- 

Registration Fee
Other District 

Tax

County 
Commision 

Appropriations
City Council 

Appropriations
Pari-mutual 

Betting
TVA in Lieu of 

Taxes
Revenue in Lieu 

of Taxes

Other Local 
Government 

Taxes
Total Local Tax 

Revenue
# System 6360 6370 6380 6390 6510 6520 6530 6540 6550 6590

68 Albertville City 4,638.34        1,243.50            450.00             432,283.00         279,919.62        4,273,642.14           
69 Alexander City 7,033.17        3,143.87            969,999.92         4,461,218.20           
70 Andalusia City 2,410.13        436.25               100,000.00         556,614.90      1,995,793.45           
71 Anniston City 6,078.42        2,334.62            6,000.00            799,918.15         -                    89,466.34        3,143,176.89           
72 Arab City 3,284.96        55.00                 206,196.59        2,809,072.69           
73 Athens City 5,324.29        123.50               -                     545,406.07        6,786,574.00           
74 Attalla City 2,011.09        620.50               304,482.88      1,487,285.31           
75 Auburn City 6,707.65        12,388.43          4,110,444.00      487.39               14,299,946.01         
76 Bessemer City 1,964.60        1,118.62            1,700.00            16,203.55        6,799,496.50           
77 Birmingham City 13,845.37      1,105.00            -                     8,863,746.00      129,322.02      71,292,921.15         
78 Brewton City 6,285.91        3,220.04        155.62               -                  916,491.00         2,360,379.97           
79 Cullman City 5,521.85        337.00               618,000.00         25,000.00          3,730,446.18           
80 Daleville City 1,139.24        430.62               1,016,595.06           
81 Decatur City 142,548.72     14,205.78      1,393.74            267,314.10      790,000.00         1,880,105.60     257,362.91      27,257,561.31         
82 Demopolis City 2,413.52        2,374,309.74           
83 Dothan City 4,568.32        8,477.25            2,814,578.00      12,674,544.52         
84 Elba City 650.97           24,000.00           1,069,357.97           
85 Enterprise City 4,475.64        466.00               7,151,680.85           
86 Eufaula City 3,057.39        700,000.00         4,169,521.28           
87 Fairfield City 1,183.13        14.00                 2,000.00            -                     8,152.23          -                  2,641,104.50           
88 Florence City 6,440.19        647.62               811,688.42      102,034.90         369,589.68        12,769,108.81         
89 Fort Payne City 3,359.51        2,193.23            119,497.86         193,549.42        2,650,361.15           
90 Gadsden City 12,706.10      736.00               1,025,940.00      7,554,927.67           
91 Geneva City 720.71           119,284.68         1,409,831.22           
92 Guntersville City 3,650.22        92.50                 128,320.24        3,948,466.32           
93 Haleyville City 1,394.98        26.50                 43,825.10        150,000.00         1,675,853.58           
94 Hartselle City 3,655.48        486.87               829,819.79         538,851.33        5,320,415.22           
95 Homewood City 1,139,383.92      13,166.17        20,580,344.03         
96 Hoover City 3,545.64        12.00                 7,560,622.40      35,967.83        49,764,888.98         
97 Huntsville City -                 13,926.74      3,799.48            -                  -                     4,062,897.35      -                   5,090,689.37     -                    -                  63,418,399.19         
98 Jacksonville City 2,103.73        1,860.75            185,585.00         1,356,313.65           
99 Jasper City 2,569.15        898.00               5,760,402.25           
100 Lanett City 1,160.80        100.00               1,077,860.64           
101 Leeds City -                          
102 Linden City 1,429.91        282.50               7,500.00             460,259.30             
103 Madison City 6,591.36        658.50               1,253,192.71     13,776,856.66         
104 Midfield City 197.58           52.62                 4,036.47          1,032,746.38           
105 Mountain Brook City 2,127.37        14,015.92        17,510,408.57         
106 Muscle Shoals City 4,232.21        974.50               7,202.56          1,260,000.00      559,177.49        4,883,945.50           
107 Oneonta City 1,267.11        20.00                 1,350,210.28           
108 Opelika City 5,882.31        13,640.12          1,699,999.92      7,367,130.56           
109 Opp City 1,403.70        693.00               1,167,895.68           
110 Oxford City 3,335.58        1,797.37            2,170,750.32      4,752,155.60           
111 Ozark City 3,580.51        141,000.00         2,883,082.59           
112 Pell City 2,999.21        1,443.25            14,376.96          3,838,067.21           
113 Phenix City 4,301.30        1,273.50            7,192,024.81           
114 Piedmont City 1,231.92        588.00               84,000.00           704,162.11             
115 Roanoke City 732.41           639.50               210,000.00         1,250,994.19           
116 Russellville City 499.88           133.73               601,591.87      236,656.94        2,798,872.15           
117 Scottsboro City 2,022.70        1,446.75            747,437.14        5,715,310.32           
118 Selma City 71,804.69      5,568.40        3,084,297.66           
119 Sheffield City 1,941.82        7,030.87          111,951.00         287,894.51        2,530,376.90           
120 Sylacauga City 4,890.72        152.00               1,069,000.00      7,171.34          3,314,455.28           
121 Talladega City 1,639.08        242.00               239,816.61         3,163,946.95           
122 Tallassee City 2,208.86        581.00               15,000.00           1,299,826.72           
123 Tarrant City 337.10           63.75                 4,746.46          60,036.00          2,244,124.36           
124 Thomasville City 2,778.35        274.00               195,000.00         1,387,255.17           
125 Troy City 2,976.02        3,394.74            1,485.00          3,636,762.92           
126 Tuscaloosa City 10,102.11      1,783.74            2,951,000.00      85,364.59          13,155,838.64 43,395,022.19         
127 Tuscumbia City 3,230.40        460.00               348,214.00         286,946.10        2,192,873.78           
128 Vestavia Hills City 2,511.00        16,091.82          984,182.11         18,934,482.78         
129 Winfield City -                 1,383.40        140.00               -                  -                     -                     -                   -                     -                    -                  1,388,305.71           

Total
796,989.99     866,742.84     698,876.90        1,930,915.00   3,615,339.83     51,127,823.00    1,652,402.22   21,945,125.32    3,675,530.27     14,809,785.99 1,160,049,140.99     
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Appendix 9-4 
Public Affairs Research Council of Alabama 

2001 County Sales Tax Rates (In Cents, as of 9-1-01) 
Total For For Allocation of Non-School Taxes
Tax Public Other General Public Public Health 

County Rate Schools Purposes Fund Safety Works & Social Cities Other
Autauga 2.00 1.50 0.50 
Baldwin 2.00 1.54 0.46   
Barbour 1.00 1.00
Bibb 3.00 1.00 2.00     
Blount 2.00 1.50 0.50 
Bullock 2.00 0.50 1.50  
Butler 1.00 0.50 0.50 
Calhoun
Chambers 1.00 1.00
Cherokee 2.50 0.50 2.00   
Chilton 1.00 1.00
Choctaw 2.00 1.00 1.00 
Clarke 1.00 0.25 0.75 
Clay 2.00 1.00 1.00  
Cleburne 1.00 
Coffee 1.00 0.80 0.20 
Colbert 1.00 1.00
Conecuh 2.00 1.00 1.00 
Coosa 1.00 1.00 
Covington 2.00 1.05 0.95   
Crenshaw 3.00 1.00 2.00     
Cullman 4.00 0.70 3.30      
Dale 2.00 2.00
Dallas 1.00 0.25 0.75 
DeKalb 1.00 0.70 0.30 
Elmore 2.00 1.00 1.00 
Escambia 1.00 1.00
Etowah 1.00 0.50 0.50    
Fayette 1.00 1.00
Franklin 1.00 1.00
Geneva 1.00 1.00
Greene 3.00 2.00 1.00 
Hale 2.00 2.00
Henry 2.00 1.50 0.50 
Houston 1.00 0.70 0.30 
Jackson 1.00 1.00
Jefferson 1.00 1.00  
Lamar 1.00 0.50 0.50 
Lauderdale 1.00 1.00
Lawrence 3.00 2.50 0.50 
Lee 3.00 3.00
Limestone 2.00 2.00
Lowndes 2.00 1.67 0.33 
Macon 1.00 1.00 
Madison 1.50 1.50
Marengo 1.00 1.00
Marion 2.00 1.00 1.00   
Marshall 1.00 1.00
Mobile 1.00 1.00 
Monroe 2.50 1.00 1.50  
Montgmery 2.50 1.00 1.50 
Morgan 3.00 2.40 0.60   
Perry 2.00 1.25 0.75  
Pickens 3.00 1.00 2.00 
Pike 1.00 1.00
Randolph
Russell 3.00 1.00 2.00 
Shelby 1.00 0.50 0.50 
St. Clair 2.00 1.00 1.00 
Sumter 1.00 1.00 
Talladega 3.00 1.00 2.00
Tallapoosa 1.00 1.00
Tuscaloosa 4.00 0.80 3.20   
Walker 2.00 2.00
Washington
Wilcox 3.50 3.00 0.50 
Winston 2.00 2.00  
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10.  LOCAL BOND ISSUES AND REVENUE WARRANTS 
 

Constitutional Provision for Local Debt 
 
 The Constitution of 1901 was designed to jealously guard the people from both 
taxation and debt.  In the Constitutional Convention of 1901, delegate O’Neal 
commented that “One of the greatest evils in Alabama has been the unlimited issue of 
bonds by the counties and municipalities of this State.  If you take the record of the last 
few Legislatures you will find that over eight millions of indebtedness has been created.  
The result has been that the people of Alabama have demanded that the power of the 
Legislature to issue these bonds be curtailed (Constitutional Proceedings of 1901, p. 
1857).  To guard against debt, Section 222 was included to prohibit any political 
subdivision from creating a debt without authority conferred by the people through an 
election.   
 

 The legislature, after the ratification of this Constitution, shall have 
authority to pass general laws authorizing the counties, cities, towns, 
villages, districts, or other political subdivisions of counties to pass bonds, 
but no such bonds shall be issued under authority of a general law unless 
such issue of bonds be first authorized by a majority vote by ballot of the 
qualified voters of such county, city, town, village, district, or other political 
subdivision of a county, voting upon such proposition.  The ballot used at 
such election shall contain the words:  “for  . . . . . . .  bond issue,” and 
“Against  . . . . . . .  bond issue” (the character of the bond to be shown in 
the blank space), and the voter shall indicate his choice by placing a cross 
mark in the blank space before or after the one or the other.  This section 
shall not apply to the renewal , refunding, or reissue of bonds lawfully 
issued, nor to the issuance of bonds in cases where the same have been 
authorized by laws enacted prior to the ratification of this Constitution, nor 
shall this section apply to obligations incurred or bonds to be issued to 
procure means to pay for street and sidewalk improvements or sanitary or 
storm water sewers, the cost of which is to be assessed, in whole or in 
part, against the property abutting said improvements or drained by such 
sanitary of storm water sewers (Constitution of 1901, Section 222). 

 
 It is important to note that the framers of the Constitution of 1901 did not actually 
discuss the precise meanings of the term “bonds.”  No conclusion could be drawn from 
the proceedings that the framers used the term to restrict debt to only one type of 
instrument, “bond.”  As the courts would consider the strict technical requirements of a 
“bond,” it became obvious that the mandate of a constitutional provision could be easily 
circumvented by a technical statutory requirement with respect to negotiability and the 
holder in due course: 
 

 We are not informed why the framers of the Constitution included 
only bonds, and not other negotiable instruments, within the provisions of 
Section 222, but it only applies to bonds and our function is to apply the 
constitutional provision as enacted and to determine whether these 
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instruments are bonds.  We cannot, by judicial interpretation, amend 
Section 222 to make it applicable only to bond, but also to those 
instruments similar to bonds.  Such a modification of the Constitution must 
take place in a different forum.  The proposed instruments in the instant 
case cannot be bonds because they lack the attributes of negotiability; 
therefore, the trial court properly determined that the provisions of Section 
222 were not applicable to the instruments in the instant case (O’Grady v. 
City of Hoover, 519 So 2d 1299). 

 
 The legislature has enacted many general laws authorizing counties, cities, 
towns, villages, districts, or other political subdivisions of counties to issue bonds.  As 
Section 222 refers to “laws,” it has been held by the courts that different acts could be 
passed by the legislature for cities, towns, and villages, and for counties and political 
subdivisions of counties.  If “laws” has been singular, then one general law would have 
been necessary for all of the governmental units defined in Section 222, applying alike 
to both cities and counties. 
 

School Bond Issues and Local Referenda 
 
 The problem immediately faced by local school systems in securing 
indebtedness for capital outlay needs was that such indebtedness must be submitted to 
a vote of the people.  This, of course, was of consequence to local governments for all 
areas of operation.   
 
 A bond is an obligation in writing to pay a specified sum of money at a future date 
and ordinarily bears no specific person or entity in whose favor the promise is made.  If, 
however, a promise to pay within a time certain is made to a designated payee, this 
temporary financing is not a bond which creates a “debt” as defined in Section 222.  
This conclusion was first made by the Supreme Court of Alabama in 1916.  At this time 
the Court heard a case in which the plaintiff sought an injunction against Chilton County 
to enjoin the payments of county funds for certain interest bearing certificates for the 
payment for road work performed under contract. 
 
Warrants Not Bonds and Not Debt 
 
 The Court concluded that the authority of the county commission to issue interest 
bearing warrants payable at stated times in the future for public works was not the 
issuance of bonds.  The issuance of interest-bearing warrants therefore did not conflict 
with Section 222.  A county warrant is the command of one duly authorized officer to 
another duly authorized officer to pay a specified amount to a designated person.  A 
warrant is not assignable and hence no action can be brought by a transferee.  A bond 
bears no such specific designation and therefore a transferee can bring an action 
(Littlejohn v. Littlejohn, 195 Ala. 614).  This conclusion was employed in constructing the 
School Code of 1919 and has been the guiding principle to date. 
 
 This same argument reappeared in 1987 in a case involving the City of Hoover.  
They again affirmed that an essential characteristic of a “bond” is the nature of the 
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contractual obligation inherent in and represented by the bond itself – that is a promise 
of obligation to pay money.  Warrants, on the other hand, do not have this key feature.  
Therefore, while a bondholder has the power to sue on the contract represented by a 
bond, the holder, or transferee, or a warrant is denied this remedy.  A “warrant 
possesses no element of a contract (O’Grady v. City of Hoover, 519 So. 2d 1292, 
Alabama, 1987).”  Bonds are negotiable instruments and state law requires that a 
negotiable instrument be payable as follows:  
 

(1) Is payable to bearer or to order at the time it is issued or first comes 
into possession of a holder; 

(2) Is payable on demand or at a definite time; and  
(3) Does not state any other undertaking or instruction by the person 

promising or ordering payment to do any act in addition to the 
payment of money, but the promise or order may contain (i) an 
undertaking or power to give, maintain, or protect collateral to secure 
payment, (ii) an authorization or power to the hold to confess 
judgment or realize on or dispose of collateral, or (iii) a waiver of the 
benefit of any law intended for the advantage or protection of a obligor 
(Code of Alabama 1975, Section 7-3-104 (a)). 

 
The conclusion of the Court in O’Grady was that no bonds could be issued 

without an authorization by the majority voters in an election.  However, the Supreme 
Court of Alabama has held for more than 80 years that Section 222 of the Constitution 
does not apply to interest bearing warrants.  
 
Bond Issues by City Boards of Education 

The Legislature provided specific authority for city boards of education to issue 
bond issues for needed capital improvements.  However, the enabling statute makes it 
clear that constitutional limitations are to be considered. 

§ 16-11-19  Bond issues. 

 If for any reason the current income of the city board of education is 
inadequate to provide ample, appropriate and suitable grounds, buildings 
and equipment for all the needed schools of the city, the city board of 
education, on the recommendation of the city superintendent of schools, 
shall petition the city council or commission to call an election for the 
issuance of bonds on the credit of the city in an amount sufficient to 
provide ample, appropriate and suitable grounds, buildings and equipment 
for all the needed schools of the city, subject to the limitations set out in 
the constitution of the state, and the city council or commission shall call 
the election at the time requested in said petition (Code of Alabama 1975, 
Section 16-11-19). 

No such statutory provision exists for county boards of education. 
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Tax Equity and Fiscal Responsibility Act of 1982 
 
 However, over time the distinction between a bond and a warrant has grown 
even more clouded with the advent of federal rules.  Prior to 1982, general obligation 
bonds were issued in bearer form.  The owners of the bonds were literally the person 
who had them in their possession.  With the passage of The Tax Equity and Fiscal 
Responsibility Act of 1982, the federal rules required that all city and county securities 
with maturities in excess of one year be issued in fully registered form.  No record of 
bond or warrant issues was necessary.  Coupons were attached to these financial 
instruments and represented the interest payments.  At the time interest was due, the 
appropriate coupon was detached and presented to the paying agent.  When the 
financial instrument matured, the instrument itself was presented to the paying agent 
and the principal was paid.   
 
 Registration of financial instruments is necessary for maintaining tax-exempt 
status.  Such registration prevents payment being made to unauthorized holders of the 
instruments and clarifies the beneficiary of the tax-exempt status (Rebore and Rebore, 
pp. 75-94).  For federal tax-exempt status, the federal government does not recognize 
any difference between bonds and revenue warrants. 
 

Constitutional Limits on Local Debt 
 
 Just as provisions limited the authority of the counties to levy taxes and to require 
a local election to authorize indebtedness, a provision was also necessary to both limit 
and validate indebtedness as might be necessary. 
 
Counties 
 
 Section 224 of the Constitution of 1901 contains these provisions for debt 
limitation for counties: 
 

 No county shall become indebted in an amount including present 
indebtedness, greater than three and one-half per centum of the assessed 
value of the property therein; provided, this limitation shall not affect any 
existing indebtedness in excess of such three and one-half per centum, 
which has already been created or authorized by existing law to be 
created; provided, that any county which has already incurred a debt 
exceeding three and one-half per centum of the assessed value of the 
property therein, shall be authorized to incur an indebtedness of one and 
one-half per centum of the assessed value of such property in addition to 
the debt already existing.  Nothing herein contained shall prevent any 
county from issuing bonds, or other obligations, to fund or refund any 
indebtedness now existing or authorized by existing laws to be created 
(Constitution of 1901, Section 224). 

 
 Section 224 thus implemented these two purposes.  The first was to protect the 
taxpayers of the respective counties from excessive and unnecessary burdens which 
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would be created by the improvident creation of debts.  The second was to secure or 
guarantee the credit of the counties when it became necessary for them to borrow 
money or contract indebtedness on advantageous terms within the limits specified for 
necessary public works.   
 
 In 1975, a constitutional amendment was submitted to the people to amend 
Section 224 to increase this debt limit imposed on counties to one standard of a 
maximum of five percent.  It was proclaimed ratified on January 22 1975, as 
Amendment 342. 
 

 No county shall become indebted in an amount including present 
indebtedness greater than five percentum of the assessed value of the 
property therein.  Nothing herein contained shall prevent any county from 
issuing bonds, or other obligations, to fund or refund any indebtedness 
now existing or authorized by existing laws to be created (Constitution of 
1901, Amendment 342). 

 
Cities 

 
 Section 225 of the Constitution of 1901 provided for the limitations on 
indebtedness for municipal corporations; 
 

 No city, town, or other municipal corporation having a population of 
less than six thousand, except as hereafter provided, shall become 
indebted in an amount including present indebtedness exceeding five 
percent of the assessed value of the property therein, . . . . . .; provided, 
this limitation shall not affect any debt now authorized by law to be 
created, nor any temporary loans to be paid within one year, made in 
anticipation of taxes, not exceeding one-fourth of the annual revenues of 
such city or town.  All town or cities having a population of six thousand or 
more, also Gadsden, Ensley, Decatur, and New Decatur, are hereby 
authorized to become indebted in an amount including present 
indebtedness, not exceeding seven per centum of the assessed valuation 
of the property therein, provided that there shall not be including in the 
limitation of indebtedness, to wit: Temporary loans, to be paid within one 
year, made in anticipation of the collection of taxes, and not exceeding 
one-fourth of the general revenues, bonds, or other obligations already 
issued . . . . . (Constitution of 1901, Section 225). 

 
 The Legislature found it necessary to propose an Amendment to Section 225 in 
1967 to raise the debt limit imposed by the Section.  This Amendment was proclaimed 
ratified as Amendment 268 on December 13, 1967: 

No city, town or other municipal corporation having a population of less 
than six thousand, except as hereafter provided, shall become indebted in 
an amount, including present indebtedness, exceeding twenty per centum 
of the assessed value of the property therein, except for the construction 
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of or purchase of waterworks, gas or electric lighting plants, or sewerage, 
or for the improvements of streets, for which purposes an additional 
indebtedness not exceeding three per centum may be created; provided, 
this limitation shall not affect any debt now authorized by law to be 
created, nor any temporary loans to be paid within one year, made in 
anticipation of the collection of taxes, not exceeding one fourth of the 
annual revenues of such city or town. All towns and cities having a 
population of six thousand or more are hereby authorized to become 
indebted in an amount, including present indebtedness, not exceeding 
twenty per centum of the assessed valuation of the property therein, 
provided that there shall not be included in the limitation of the 
indebtedness of such last described cities and towns the following classes 
of indebtedness, to-wit: Temporary loans, to be paid within one year, 
made in anticipation of the collection of taxes and not exceeding one 
fourth of the general revenues, bonds, or other obligations already issued, 
or which may hereafter be issued for the purpose of acquiring, providing, 
or constructing school houses, waterworks, and sewers; and obligations 
incurred and bonds issued for street or sidewalk improvements, where the 
cost of the same, in whole or in part, is to be assessed against the 
property abutting said improvements; provided, that the proceeds of all 
obligations issued as herein provided in excess of said twenty per centum 
shall not be used for any purpose other than that for which said obligations 
were issued. Nothing contained in this article shall prevent the funding or 
refunding of valid obligations existing at the time of such funding or 
refunding. This section shall not apply to the cities of Sheffield and 
Tuscumbia. 

The limitations specified in this section shall not be applicable to any 
obligations or indebtedness that may be exempted from the said 
limitations by the provisions of any portion of this Constitution, including 
any amendment thereto at any time adopted  (Constitution of 1901, 
Amendment 268) 

Please note that debt undertaken for the purpose of acquiring, providing, or constructing 
school houses does not count again this debt limit. 
 

Local Revenue Warrants 
 

The current statutory provisions for financing public schools at the local level 
were first codified in 1919 and were completed with the creation of the 1935 Foundation 
Program.  Had the courts followed a strict interpretation of constitutional provisions, 
local school systems or their local governmental units would have been unable to incur 
indebtedness without a local referendum and would also been under the debt limitations 
placed upon counties and cities.  The courts, however, provided for a more relaxed 
interpretation of constitutional provisions.  After the passage of the 1935 Minimum 
Foundation Program, Governor Bibb Graves requested clarification from the Alabama 
Supreme Court on the relationship between warrants and Sections 222, 224, and 225 of 
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the Constitution.  These relationships as addressed by the Courts prior to 1919 gave 
rise to a set of school laws which placed school warrants outside of the domain of 
Sections 222, 224, and 225.  However, enactment of the Equalization Program of 1927 
and the Minimum Foundation Program of 1935 prompted Governor Graves to request a 
validation by the Court of the practices which had become common. 
 
Supreme Court Rules Warrants Not Local Indebtedness 
 
 The Justices concluded that warrants issued for the erection and equipping of 
school buildings did not constitute county indebtedness within the meaning of Section 
224 of the Constitution, nor did they constitute “bonds” under the meaning of Section 
222 of the Constitution.  The Court did cite certain restraints, however.  (1) If a warrant 
issue was to be funded through a pledge of ad valorem taxes levied under the 
provisions of Amendment III (a three mill county and a three-mill district ad valorem tax), 
the proceeds of the levies could not be diverted away from the purposes of the taxes 
specified on the ballot at the time they were voted on by the people.  The levies allowed 
under the provisions of Amendment III were required to be in effect, as well as the one-
mill county tax provided for in Section 269, in order for a local school system to 
participate in the Equalization Program of 1927 and the Minimum Foundation of 1935.  
(2)  The issuance of warrants could not be in conflict with the School Budget Act passed 
in 1935 requiring the avoidance of accumulated deficits.  (3)  Such warrants could be 
issued only after approval by the state superintendent of education based upon a 
finding that the funds to pay the warrants are not needed for the operation of the 
Minimum Foundation Program. 
 
 Furthermore, the issue of the priority status of the warrants for repayment was 
explained.  (1)  The warrants could only be paid only if and when the tax receipts are 
received.  However, since the conclusion of the state superintendent had been made 
that the operation of the Minimum Program Fund was not impeded by the issuance of 
warrants, the payment of warrants would take a precedence over expenditures for 
salaries and other operating expenses for each school year.  Therefore, the modification 
of the school budget became subordinate to the vested rights of the holders of the 
warrants so issued.  (2)  A county board may act for a rural school district within its 
limits and authorize the school districts to issue warrants out of the three-mill tax for 
such district.  (3)  A county board may issue county warrants out of a county tax and 
distribute the proceeds to any school in the county.  However, when the county issues 
district warrants for the purposes of the county school system only, the debt must be 
repaid from the county school district tax.  (4)  The amounts due to be paid to retire 
warrants shall be approximately the same from year to year and a preferred claim on 
the millage tax revenues.  (5)  No warrants can be made payable after the period a 
millage tax is to extend (In re Opinions of the Justices, 231 Alabama Reports 152. 
 
Appropriation of Funds from Treasury of Local Governing Body, 1931 
 
 The legislature in 1931 provided for funds of a local governing body (county 
commission or city council) to be appropriated to a local board of education for capital 
outlay purposes: 
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 Any appropriate local governing body is authorized at any meeting 
of said governing body in any calendar year to appropriate any funds it 
may deem proper and expedient out of the general funds of the governing 
body’s treasury to local boards of education for the construction, repair, 
operation maintenance and support of new or existing public schools 
within the jurisdiction of said governing body (Code of Alabama 1975, 
Section 16-13-36). 

 
Warrants for Special County and District Ad Valorem Taxes, 1939 
 
 The School Code has been modified over the years to reflect the constitutional 
authorization granted local boards of education the authority to hold a local referendum 
for a school ad valorem tax.  Under the provisions of Section 269 of the Constitution of 
1901, 1.0 mill of countywide ad valorem tax was authorized for referendum.  Under the 
provisions of Amendment III approved in 1916, an additional 3.0 mill countywide tax 
was authorized for referendum, and contingent upon its approval, a 3.0 mill school 
district.  These millages under Amendment III were referred to as special taxes and 
were  required to be levied for participation in the 1927 Equalization Program and the 
1935 Foundation Program.  Given such a requirement, they became know as the 
“basic” or “regular” 7.0 mills.  When additional millages were authorized and approved 
by the voters, they became known as “special,” either county or school district taxes.  
However, in the language of the Code which follows, the 3.0 mill county and the 3.0 mill 
school district millages are referred to as special ad valorem taxes. 
 
Purpose of Warrants 
 
 The legislature provided in 1939 that in any county where a special county tax 
shall have been approved by referendum or in any school district where a special 
school district tax shall have been approved by referendum, the respective county or 
city board of education could issue and sell capital outlay warrants  
 

for the purposes of erecting, purchasing, altering, enlarging, improving, 
repairing and equipping school buildings and school playgrounds, and 
buildings for housing and repairing school buses, including site for any 
such buildings and playgrounds; and for the purpose of purchasing school 
buses; and for the purpose of acquiring a school building already erected 
by another government body, which building is being transferred to the 
use and jurisdiction of the board issuing the warrants; or for any one or 
more of such purposes (Code of Alabama 1975, Section 16-13-90). 

 
Refunding of Warrants 
 
 When a local revenue warrant issue is structured, a call provision may be 
included.  This allows a local board to redeem outstanding warrants prior to their 
maturity date to allow the local board to take advantage of a decrease in interest rates.  
Warrants with a call provision usually sell at a higher interest rate that those without the 
provision, and that the local board will purchase the warrants at or above par (the face 
    
  274        
     



Alabama Public School Finance Reference 
Revenues - Local Bond Issues and Revenue Warrants 
 
 
amount of a security of the amount of principal which must be paid at maturity).  The 
refunding process is accomplished through the issuance of warrants at the lower 
interest rate and the paying off or redemption of the original issue.  This is similar to an 
individual borrowing money to consolidate debts, to pay off existing obligations, to 
extend the years of payment, or to make only one payment to a single lending source.   
 

Local boards of education are authorized to issue refunding warrants provided 
that the aggregate principal amount of the issue does not exceed the sum of the 
following: 

 
(1) the outstanding principal of such warrants being refunded; 
(2) the interest accrued and unpaid thereon plus the interest to mature thereon 

until the date on which they are to be redeemed or paid, and  
(3) the amount of any redemption premium required to be paid.  

 
The proceedings of the local board of education which authorize the refunding of 
warrants shall identify the warrants to be refunded, but no purchaser or holder of such 
refunding warrant shall thereby be put upon inquiry or charged with notice of the 
nonexistence or invalidity of such refunded warrants, and the validity of such refunding 
warrants shall not be affected thereby (Code of Alabama 1975, Section 16-13-90). 
 
Limits on Warrants 
 
 The maximum limit on warrants which can be issued by a local board of 
education is limited as follows.  The amount of principal and interest maturing in any 
given fiscal year which when added to the amount of principal and interest of all 
warrants outstanding (those previously issued with the ad valorem tax of said tax 
pledged for payment) and constituting preferred claims against the said tax, cannot 
exceed 80 percent of the annual proceeds of said tax.  In other words, the debt that can 
be charged to a given ad valorem tax is limited to 80 percent of the excepted revenues 
from that tax.  This cap on debt is computed upon the basis of the last assessed 
valuation on which taxes were due and payable of the county or the school district as 
certified by the county tax assessor (Code of Alabama 1975, Section 16-13-90). 
 
Approval of Issuance by State Superintendent of Education 
 
 When any warrant issue is proposed by a local board of education, an application 
for such an issue must be filed with the State Superintendent of Education.  Such 
application must include any information which may be required.  No approval can be 
granted which will jeopardize the operation of the 1995 Foundation Program and rules 
of regulations of the State Board of Education.  No warrant issue can be approved when 
a prior warrant issue with a preferred claim of the proceeds of a specified tax is overdue 
and unpaid.  The exception to this is when the proposed issue is to refund the overdue 
issue.  Approval of the State Superintendent shall be written for the amount and general 
purpose of the issue.  In addition, the State Superintendent may withhold approval of 
the issue should he not accept any of the terms and provisions of the issue. 
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 No refunding warrant shall be approved by the State Superintendent unless the 
following conditions can be met: 
 

(1) An interest savings will result without expending the date of payment of the 
warrants to be refunded; or 

(2) Should the warrants not be refunded, the payment of the original warrants will 
prevent the board of education from operating schools the necessary term; or 

(3) The extension of time of payment of warrants desired to be refunded is 
necessary in order to prevent the operation of the 1995 Foundation Program 
from being jeopardized; or 

(4) The proceeds of the tax pledged for payment of the warrants to be refunded are 
not or will not be sufficient to the regular payment of such original warrants. 

 
The written approval of the State Superintendent of Education is conclusive 

evidence of the validity of a proposed warrant issue and that all necessary evidence in 
favor of the issue has been presented to him.  The State Superintendent may also make 
a determination of whether other warrants constitute a preferred claim against the 
pledged tax.  While the State Superintendent shall in the matter of approval comply with 
any regulations of the State Board of Education, failure to comply shall not invalidate 
any warrants approved by him (Code of Alabama 1975, Section 16-13-92). 
 
Execution of Warrants 

 
 Warrants shall be executed in the name of the issuing board of education, by the 
president of the board of education, sealed with the seal of such board of education, 
and attested by the secretary of the board of education.  Coupons attached to such 
warrants shall be executed with either the manual or the facsimile of the president of 
such board.  All warrants and coupons attached which bear the signature of the officers 
of the board in office on the date of the signing shall be valid and binding obligations of 
the board.  It does not invalidate these warrants and coupons should the officers whose 
signatures appear thereon should no longer be officers of the board of education before 
the delivery and payment of the obligations (Code of Alabama 1975, Section 16-13-93). 
 
Form of Warrants 
 
 The Code of Alabama provides for the form for warrants, but permits other 
applicable forms. 
 

 “No. ___ $ __________State of Alabama county (city) board of 
education of the County (City) of __________ county, (City, district no. 
___) capital outlay (refunding) school warrant.  The county (city) board of 
education of the County (City of __________, Alabama, is indebted to 
bearer in the sum of __________ dollars and hereby directs the custodian 
(treasurer) of the public school funds of the county (city) to pay to bearer 
the said sum on ______, 19 ___, with interest meanwhile at the rate of 
___ percent per annum payable semiannually to the bearer of the 
respective coupons therefor hereto attached, both principal and interest 
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being payable at __________ from the proceeds of a special tax of $.30 
on each $100.00 of taxable property in the said county (in the said city, in 
school district no. _____ of the said county) duly authorize to be levied 
and collected each year until the maturity thereof.  This warrant is issued 
pursuant to Act No. _____, approved _____, 19 ___, and is a preferred 
claim against the proceeds of the said tax as therein provided.  It is hereby 
certified that every requirement of the Constitution or laws of the State of 
Alabama relating to the issue hereof or to the authorization of the said tax 
has been duly complied with and that this warrant is within every limit 
prescribed thereby.  In witness whereof the said county (city) board of 
education has caused this warrant to be signed in its name by its 
president and its seal to be hereunto affixed and attested by its secretary, 
and the attached coupons to be executed with the facsimile (manual) 
signature of the said president.  Dated _____, 19 ___ county (city board of 
education of __________ by __________ president , seal attest: 
__________secretary (coupon) no. _____ $ _____.  On __________, 19 
___, the county (city) board of education of the County (City) of 
__________, Alabama, will be indebted to bearer in the sum of 
__________ dollars and hereby directs the custodian of the public schools 
funds of the county (city treasurer) to pay to bearer at __________, the 
said sum at that time from the proceeds of a certain special tax as 
provided in and as interest on its county (city, district no. _____) capital 
outlay (refunding) warrant no. _____, dated __________, 19 ___, county 
(city) board of education of __________ by:  __________ president.” 
If such warrants are subject to the call for payment before maturity the 
words Unless the said warrants shall have been duly called for earlier 
payment and payment duly provided therefor: may be added to the 
coupons and the following paragraph inserted in the warrants: 
 “The said county (city) board of education reserves the right to call 
this warrant for payment at __________ and accrued interest upon any 
interest payment date (or any other appropriate statement as to the time of 
redemption as prescribed by the issuing board).  Notice of such call shall 
be published at least once at least 30 days before such payment date in a 
newspaper published or circulated in the county and also in a daily 
newspaper published in Montgomery or Birmingham.  Such notice having 
been given and such payment having been duly provided, this warrant 
shall cease to bear interest upon such payment date.” (Code of Alabama 
1975, Section 16-13-93) 

 
Maturity and Payment 
 
 Capital outlay warrants shall be payable within the period of the usefulness of the 
improvement or property for which the warrants are issued as estimated by the local 
board of education.  This estimate shall be conclusive.  In no case shall a warrant be 
made payable on or before October 1, upon which date the special tax pledged for the 
payment of the warrant(s) become due and payable.  All warrants shall be issued in 
substantially equal installments of principal and interest which shall begin in the next 
    
  277        
     



Alabama Public School Finance Reference 
Revenues - Local Bond Issues and Revenue Warrants 
 
 
fiscal year after their date.  If, however, there are other warrants outstanding which 
constitute a preferred claim against same ad valorem tax pledged, all or any part of the 
maturities of the outstanding warrants may be taken together with the maturities of the 
new warrants to provide for substantially equal installments of principal and interest 
(Code of Alabama 1975, Section 16-13-95). 
 
Interest Rate 
 
 Warrants shall bear interest not to exceed eight percent per annum payable 
semiannually.  However, the first interest payment date may be at any time no later than 
nine months after the date of issue.  If a payment of principal or interest is not paid 
when due, the same shall bear interest after the maturity date until paid at the rate of 
eight percent per annum.  A board of education may give notice of its intention to pay a 
past due maturity in whole or in part with interest at a specified time and place by 
publication at least once at least 10 days before the date fixed for such payment in a 
newspaper published or circulated in the county and also in a daily newspaper 
published in Montgomery or Birmingham.  If such notice is duly given and if money to 
make the payment is duly provided, interest on such overdue principal or interest shall 
cease to accrue on the date fixed for such payment (Code of Alabama 1975, Section 
16-13-95), 
 
Sale of Warrants 
 
 All warrants shall be sold to the highest bidder at a duly authorized public sale.  If 
the board fails to receive an acceptable bid, then the warrants may be sold at a better 
price within 30 days after the failure to sell.  A public sale may be either by sealed bid or 
at auction.  Bidders may be invited to name the rate or rates of interest at which the 
warrants may be sold or the board of education may name a rate or rates of interest and 
invite bids thereon.  The public notice must state whether sale to be by sealed bid or 
auction, and the amount of warrants to be sold, the maturities thereof, the county or 
district tax to be pledged, the amount payable at each maturity, how the interest rate will 
be determined, the time and place of the meeting at which bids are to be received, and 
the amount of the good faith check required to be deposited with the bid.   
 
 Proper notice of the sale requires publication once in each of two consecutive 
weeks in a newspaper published in the county within which such warrants are to be 
issued.  Should no such newspaper exist, the notice shall be published in a daily 
newspaper published in Montgomery or Birmingham.  The first of such two publications 
shall be not less than 10 days before the date of the sale.  The board of education shall 
have the right to reject all bids. 
 
 The local board of education shall be entitled to have such assistance as can be 
rendered by the Governor, the Treasurer, the Director of Finance, the State 
Superintendent of Education, or any other appropriate officer or official.  If the warrants 
are offered for sale at public auction, the highest bidder shall be that bidder whose bid 
names the lowest net rate of interest cost to the board of education as shown in 
standard bond tables.  If the warrants are offered for sale in sealed bids, the highest 
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bidder shall be that whose bid names the lowest total net interest cost to the board of 
education as determined by ascertaining the total amount of interest that would be 
payable by the board computed at the applicable rate or rates of interest stated in the 
bid from the date of their warrants to their respective maturities and deducting from the 
total the amount of any premium in excess of the face value of the warrants or adding 
the amount of any discount below the face value. 
 

The determination of the board of education of the highest bidder shall be final.  
Bidders are required to submit a good faith check drawn on a member bank of the 
federal reserve system in the form of a certified check of a bank cashier’s check or a 
bank treasurer’s check in an amount of not less than two percent amount of the 
warrants offered for sale (Code of Alabama 1975, Section 16-13-96) 
 
Sale Price 
 
 Warrants may be sold at any price or prices the issuing board of education may 
deem advisable.  However, no series of warrants to be issued can be sold at a price 
resulting in an average annual net interest cost to the issuing board of education greater 
than eight percent computed from the date of the warrants to their respective maturities 
and taking into account any premium or discount reflected in the sale price (Code of 
Alabama 1975, Section 16-13-97). 
 
Preference and Payment of Warrants 
 
 Warrants so issued may be payable solely from the apportioned share of the 
proceeds of the designated special tax which has pledged for payment.  However, 
warrants may be paid from any other funds which may be available, provided that no 
steps may be taken in this regard if the effect is to subject such warrants to any 
constitutional debt limit or to a required referendum.  All warrants have preference over 
claims for salaries or other operating expenses or any other purpose.   
 
 In each fiscal year the proceeds of the pledged tax shall be deposited as soon as 
possible by the custodian of school funds or the city treasurer in a bank approved for 
that purpose by the State Superintendent of Education upon the advice of the State 
Superintendent of Banks or other chief state officer having supervision over banking 
matters.  The proceeds shall be deposited into a separate account in an amount 
sufficient for the payment of claims for the principal and interest of maturities due in that 
fiscal year and for any remaining unpaid from any prior year with six percent interest on 
unpaid claims.   
 
 Once such a proper amount has been deposited, the balance of the tax may be 
used for any other proper purpose.  The deposit shall be held as a trust fund for the 
payment of maturities for which it was created and applied as they become due.  
However, payment must be made with regard to superior pledges against the tax should 
they exist.  No custodian, treasurer, superintendent of education, member of a board of 
education, or other officer shall by vote or by any manner cause, aid or encourage any 
diversion of such deposit to any other purpose.  Should this occur and loss or injury 
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occur the owner or holder of a claim, this official shall be liable both personally and upon 
his official bond, to the extent of such loss or injury, including attorney’s fees and other 
collection costs.  Failure to make the proper deposit is construed as a diversion or 
misappropriation.  The owner or holder of any claim may enter suit in any court of 
competent jurisdiction against the responsible official to recover for loss or injury. 
 
Place and Method of Payment 
 
 Warrants are payable as to both principal and interest at any bank the local 
board may designate, in or out of the State of Alabama.  The local board shall deposit 
sufficient funds in the designated bank to meet maturing warrants promptly as they 
come due.  The designated bank shall remit amounts due on principal and interest due 
the holders of the warrants, including any premium due on called warrants.  The 
designated bank shall not charge any exchange, handling, or collection costs from the 
amounts due the holders of the warrants.  Each local board of education issuing 
warrants is authorized to compensate any paying agent bank in an amount deemed 
reasonable by the board for the services rendered and the expenses incurred as the 
paying agent bank (Code of Alabama 1975, Section 16-13-99). 
 
Payment of Incidental Costs 
 
 The board of education issuing warrants may pay the cost of printing the 
warrants, the cost of advertising the sale, the attorney’s fees for preparing proceedings, 
the attorney’s fees for furnishing an opinion suitable to the purchaser of the legality of 
the issue, and other incidental expenses.  Only the actual costs incurred shall be paid 
and to those actually providing the services.  Such a payment of costs shall not be 
made to the purchaser of the warrants.  The board of education may employ any banks 
or banks, persons or persons to assist in making the arrangements relating to the 
refunding of warrants and may pay for such services subject to the approval of the State 
Superintendent of Education.  No payments are authorized for a commission or other 
compensation for the procuring on a purchaser of capital outlay warrants (Code of 
Alabama 1975, Section 16-13-100). 
 
Exchange and Delivery of Refunding Warrants 
 
 The exchange of refunding warrants for original warrants may be done by a local 
board of education without the requirement of advertising.  Refunding warrants may be 
exchanged for a like amount of the warrants being refunded.  If only a part of an 
authorized issue is to be exchanged , the officers authorized to effect such a change 
may select from the total issue the specific refunding warrants to be delivered in the 
exchange.  The maturities of the exchanged warrants are not bound by the requirement 
as to equal annual installments of principal and interest.  Refund warrants may be 
delivered to a bank designated by the local board of education and held in escrow 
pending an order of the board for exchange of such refunding warrants (Code of 
Alabama 1975, Section 16-13-102). 
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Validity of Warrants 
 
 Any warrants which have been issued and which have been advertised as being 
in compliance with existing law shall in any action concerning their validity deemed to be 
fully authorized.  Therefore, they can be issued, sold, executed, and delivered and shall 
be incontestable.  If, however, an action or proceeding begins before or within 30 days 
after the day the warrants are delivered and paid for, an issue can be found irregular.  
Otherwise, no irregularity in the proceedings of issuance or the omission or neglect of 
any officer charged with the execution of the warrants can affect the validity of the 
warrants.  This presumption of validity does require that the warrants shall have been 
approved by the State Superintendent of Education (Code of Alabama 1975, Section 
16-13-103). 
 
Exemption from Taxation 
 
 All warrants and interest coupons attached to these warrants issued in 
accordance with the stated requirements shall be exempt from state, county, and 
municipal taxation (Code of Alabama 1975, Section 16-13-104), 
 
Warrants May be Validated 
 
 All school warrants for which ad valorem taxation is pledged for payment as 
described above may, at the discretion of the local board of education, be validated.  
Such a validation is not necessary to the validity of the warrants, but a process is 
defined in the Civil Practice of Alabama to validate county and city obligations.  This 
discretionary process does nothing more than foreclose further inquiry in to the 
issuance.  In the case of revenue anticipation warrants issued by a local board of 
education, since no election is required, the proceedings of the local board of education 
authorizing such issuance constitutes legal authority.  The board, before the issuance of 
such obligations, will conclude in the affirmative its authority, the legality of such 
proceedings, the validity of the tax pledged for payment, and may file a petition against 
the taxpayers and citizens of the affected government unit in the circuit court of the 
county in which such action occurred.   
 
 The petition shall state the authorization, the amount of obligations to be issued, 
the maximum rate of interest which they are to bear, the place of payment, the tax 
pledged for payment, the assessed value of property in the unit, the amount of 
outstanding indebtedness, and any amount in a sinking fund for repayment.  The judge 
of said court, shall issue an order against the taxpayers and citizens of the 
governmental unit affected and require them to show cause at a time and place to be 
designated, no less than 20 days nor more than 40 days after the issuance of said 
order, as to why such obligations should not be validated and confirmed. 
 
 A copy of the petition and order shall be served at least 18 days before the date 
fixed in the order for the hearing on the district attorney of the county.  The district 
attorney shall examine such petition, and upon reason, shall investigate the statements 
of fact therein.  Prior to the hearing, the registrar or clerk of the court shall publish in a 
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newspaper once each week for three weeks, a notice to the taxpayers and citizens of 
the order, and time and place specified for objection.  The first publication must be at 
least 18 days prior to the hearing time. 
 
 At the hearing, the judge of the circuit court shall hear any and all questions of 
law and fact.  Any taxpayer or citizen may appear in the deliberation personally or by 
attorney.  The judge will make a judgment of the conclusions of law.  An appeal can be 
made contesting the finding to the Supreme Court.  If a judgment of the circuit court 
upholds the validity of the obligations and no appeal is taken, the judgment of the circuit 
court is forever conclusive and the validity of the obligations and the means provided for 
their payment shall never be called in question (Code of Alabama 1975, Sections 6-6-
750-757 of the Code of 1940, and 16-13-105). 
 
Records 
 
 The local board of education shall keep in its minutes a complete record of all 
warrants issued under these provisions.  The record shall show upon what authority the 
warrants are issued, the amounts in which issued, the persons to whom issued, the 
dates of issue, the purpose or purposes for which issued, the rate of interest to be paid, 
and the time and place of payment of each installment of principal or interest.  The local 
superintendent of education shall prepare in duplicate the first day of October of each 
year, and whenever additional warrants are issued, a record showing all of the 
information necessary and shall deliver one copy to the custodian of county school 
funds or the treasurer of the city school funds (Code of Alabama 1975, Section 16-13-
107). 
 
Investment of Unused Proceeds in Government Securities 
 
 A local board of education having issued and sold school warrants for school 
building purposes and if the proceeds of such warrants cannot now be used for those 
purposes due to priority regulations of the government of the United States, such 
proceeds may be invested in securities issued by the government of the United States 
of America.  Such securities must have a fixed redemption value at the option of the 
holder of not less than the amount originally invested.  Local boards may use the 
interest earned to these securities for any debt service purpose.  When practicable for 
local boards to construct school buildings, the securities may be liquidated and the 
proceeds applied to the same purposes for which the original school warrants were sold 
(Code of Alabama 1975, Section 16-13-109). 
 
Warrants for Special License, Privilege or Excise Taxes, 1953 
 
 The Legislature in 1953 passed an additional act authorizing the pledge of 
additional local taxes for payment of revenue anticipation warrants.  The taxes which 
could be pledged included a special license tax, a special privilege tax, or a special 
excise tax and, in addition, the proceeds of any ad valorem tax which is apportioned by 
local act of the Legislature.  The warrants authorized to be sold by a local board of 
education would bear interest rates not to exceed 12 percent per annum and payable 
    
  282        
     



Alabama Public School Finance Reference 
Revenues - Local Bond Issues and Revenue Warrants 
 
 
semiannually.  The maximum time of maturity is 30 years.  Such warrants shall be sold 
at public or private sale, and may be made redeemable prior to maturity at the option of 
the local board of education.  The additional provisions pertaining to such an issue are 
the same as for the ad valorem warrants described previously.  These warrants would 
also require prior approval by the State Superintendent of Education and cannot 
jeopardize the operation of the Foundation Program.  The same requirements pertaining 
to approval of a refunding issue would also apply (Code of Alabama, 1975, Section 16-
13-120). 
 
Tax Anticipation Warrants in Cities and Counties, 1959 
 
 The Legislature in 1959 provided further for the issuance of interest-bearing tax 
anticipation warrants by local boards of education.  These warrants could be for the 
purpose of paying the costs of erecting, acquiring, providing, constructing, purchasing, 
altering, enlarging, improving, repairing and equipping school buildings , school 
playgrounds, and buildings for housing and repairing schools buses, and for the 
purpose of purchasing school buses.  These warrants would not be general obligations 
of the board of education, but would be payable as to both principal and interest solely 
from one of the following: 
 

(1) The proceeds of any ad valorem tax voted for the purpose of paying such 
warrants or for general school purposes; 

(2) The proceeds of any ad valorem tax that may be paid, apportioned, or 
allocated to or for the benefit of a local board of education; and  

(3) The proceeds of any privilege, license, or excise tax or taxes may be paid, 
apportioned, or allocated to or for the benefit of the board of education. 

 
In the proceedings of the local board of education in which the issuance of such 
warrants is authorized, the tax proceeds out of which the warrants are to be payable 
must be specified.  The principal and interest due is thereby pledged in the amount 
necessary from these specified tax proceeds.   
 
 If a local board pledges more than one warrant issuance from the same tax, then 
the pledges made shall take precedence in the order in which they are made.  If, 
however, the local board so determines, the proceedings may specifically provide that 
pledges shall be on a parity with other pledges, or that a pledge may be subordinate to 
a future pledge.  Warrants so issued shall constitute preferred claims against the tax 
proceeds from which they are payable, with the exception of course of prior pledges.  
Such preferred claim shall take precedence over claims for salaries or other operating 
expenses or any other purpose. 
 
 A further limitation was placed on warrants issued against the proceeds of any ad 
valorem tax.  If the financial requirements of any proposed warrant issue in any fiscal 
year when added to the financial requirements of outstanding warrants which 
constituted a prior financial claim would exceed 80 percent of the annual proceeds of 
such ad valorem tax, then such proposed warrant issue could not be made.  An 
exception was made in the case of the creation of an irrevocable trust fund consisting of 
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case of direct general obligations of the United States of American which was 
established for retirement of all or part of any outstanding warrants of the board of 
education.  The retirement of principal or interest which could be attributed to this trust 
fund could be excluded from the calculation of the cap of 80 percent of the tax proceeds 
of the pledged ad valorem tax (Code of Alabama 1975, Section 16-13-70). 
 
Interest Rate and Date of Maturity 
 
 Warrants so issued under the above provisions are allowed to bear an interest 
rate not to exceed 12 percent per annum and which will be payable semiannually.  
However, the first interest payment date could be at any time not to exceed nine months 
from the date of issuance.  The maximum maturity date of warrants whose payment is 
pledged from an ad valorem tax must not exceed 30 years from their date of issuance.  
The maximum maturity date of warrants whose payment is pledged from any privilege, 
license, or excise tax or taxes must not exceed 40 years from their date of issuance.  
The issuance of such warrants also required that they briefly describe the tax to be 
pledged for payment.  No warrants could be sold for less than 95 percent of their face 
value plus accrued interest on such warrants from their date to the date of their delivery.  
No warrants can be sold at a price which would yield more than 12 percent according to 
standard bond tables when taking into account any premium or discount reflected in the 
sale price.  The principal proceeds from any sale of warrants shall be used only for the 
purpose for which they were sold (Code of Alabama 1975, Section 16-13-71). 
 
Sale of Warrants 
 
 All warrants shall be sold to the highest bidder at public sale.  A public sale shall 
be either by sealed bids or at auction.  Upon the failure to receive an acceptable bid, the 
warrants may be sold within 30 days of the duly advertised public sale upon 
presentation of a better price.  At public sale, bidders may be invited to name the rate or 
rates of interest or the board of education may name a rate or rates of interest and invite 
bids thereon.  Notice of a public sale shall state whether the sale is to be by sealed bid 
or at auction, the amount of warrants to be sold, the maturity date or dates, the tax to be 
pledged for payment, the time and place of the meeting of the board of education at 
which bids are to be received, the amount of good faith check required to be deposited, 
and whether the interest rate(s) are to be named by the bidder of the board of 
education. 
 
 Proper notice of the sale requires publication once in each of two consecutive 
weeks in a newspaper published in the county within which such warrants are to be 
issued.  Should no such newspaper exist, the notice shall be published in a daily 
newspaper published in Montgomery or Birmingham.  The first of such two publications 
shall be not less than 10 days before the date of the sale.  The board of education shall 
have the right to reject all bids. 
 
 The local board of education shall be entitled to have such assistance as can be 
rendered by the Governor, the Treasurer, the Director of Finance, the State 
Superintendent of Education, or any other appropriate officer or official.  If the warrants 
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are offered for sale at public auction, the highest bidder shall be that bidder whose bid 
names the lowest net rate of interest cost to the board of education as shown in 
standard bond tables.  If the warrants are offered for sale in sealed bids, the highest 
bidder shall be that whose bid names the lowest total net interest cost to the board of 
education as determined by ascertaining the total amount of interest that would be 
payable by the board computed at the applicable rate or rates of interest stated in the 
bid from the date of their warrants to their respective maturities and deducting from the 
total the amount of any premium in excess of the face value of the warrants or adding 
the amount of any discount below the face value. 
 

The determination of the board of education of the highest bidder shall be final.  
Bidders are required to submit a good faith check drawn on a member bank of the 
federal reserve system in the form of a certified check of a bank cashier’s check or a 
bank treasurer’s check in an amount of not less than two percent amount of the 
warrants offered for sale (Code of Alabama 1975, Section 16-13-96). 
 

Refunding Warrants, 1959 
 
 Warrants that are outstanding may be refunded by the local board of education 
by a new issue of warrants.  This can be done for any warrants issued under any 
provisions of law and irrespective of any maturity date of the outstanding warrants and 
irrespective of whether the outstanding warrants were subject to redemption or 
cancellation.  The principal of the refunding warrants cannot exceed the sum of the 
principal of the warrants to be refunded plus the interest accrued and unpaid thereon 
plus the interest to mature thereon until the date on which they will be redeemed, plus 
the amount of any such redemption premium.  Except for the purpose of refunding, such 
warrants are issued exactly as otherwise provided by law (Code of Alabama 1975, 
Section 16-13-72), 
 
Approval by State Superintendent of Education, 1959 

 
 When any warrant issue is proposed by a local board of education, an application 
for such an issue must be filed with the State Superintendent of Education.  Such 
application must include any information which may be required.  No approval can be 
granted which will jeopardize the operation of the 1995 Foundation Program and rules 
of regulations of the State Board of Education.  No warrant issue can be approved when 
a prior warrant issue with a preferred claim of the proceeds of a specified tax is overdue 
and unpaid.  The exception to this is when the proposed issue is to refund the overdue 
issue.  Approval of the State Superintendent shall be written for the amount and general 
purpose of the issue.  In addition, the State Superintendent may withhold approval of 
the issue should he not accept any of the terms and provisions of the issue. 
 
 No refunding warrant shall be approved by the State Superintendent unless the 
following conditions can be met: 

 
(1) An interest savings will result without expending the date of payment of the 

warrants to be refunded; 
    
  285        
     



Alabama Public School Finance Reference 
Revenues - Local Bond Issues and Revenue Warrants 
 
 

(2) Should the warrants not be refunded, the payment of the original warrants will 
prevent the board of education from operating schools the necessary term; 

(3) The extension of time of payment of warrants desired to be refunded is 
necessary in order to prevent the operation of the 1995 Foundation Program 
from being jeopardized; or 

(4) The proceeds of the tax pledged for payment of the warrants to be refunded 
are not or will not be sufficient to the regular payment of such original 
warrants (Code of Alabama 1975, Section 13-73). 

 
The written approval of the State Superintendent of Education is conclusive evidence of 
the validity of a proposed warrant issue and that all necessary evidence in favor of the 
issue has been presented to him.  The State Superintendent may also make a 
determination of whether other warrants constitute a preferred claim against the 
pledged tax.  While the State Superintendent shall in the matter of approval comply with 
any regulations of the State Board of Education, failure to comply shall not invalidate 
any warrants approved by him (Code of Alabama 1975, Section 16-13-73). 
 

Warrants Exempt from State Taxation, 1959 
 
 All warrants issued by local boards of education in accordance with the 
provisions of the statutes governing such issuance and all income derived therefrom 
shall forever be exempt from all state, county, municipal and other taxation under the 
laws of Alabama (Code of Alabama 1975, Section 16-13-75). 
 

1995 Foundation Program Allocations Unavailable for Pledge 
 
 No local board of education can pledge for the benefit of warrants any of the 
revenues appropriated for the annual operation of the 1995 Foundation Program.  This 
will include the state appropriations from the Education Trust Fund and the chargeback 
or the equivalent of 10.0 mills of school district tax appropriated as a part of the 1995 
Foundation Program.  In addition, no portion of public schools fund moneys paid under 
the provisions of Chapter 13 or Article 4 of Chapter 13 can be pledged for the benefit of 
warrants (Code of Alabama 1975, Section 16-13-76). 

 
Authority to Borrow Funds Against Revenues of Current Year, 1939 

 
 The Legislature in 1939 authorized any local board of education, upon the 
recommendation of the local superintendent, to borrow money in anticipation of current 
revenues for that fiscal year.  The purpose of such a loan is to pay the salaries of 
teachers and to meet expenses when they are due.  The amount which can be 
borrowed, with the approval of the State Superintendent of Education is the difference 
between the total estimated revenue and the revenue already received plus principal 
and interest due on outstanding warrants.  All such current loans must be due and 
payable not later than the close of the fiscal year.  If, however, the state makes the final 
apportionment after the close of the fiscal year, such loans may be extended until the 
state makes the final apportionment.   
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 If, for any reason, at the close of a fiscal year a local board of education does not 
have sufficient funds to retire all current loans, such unpaid loans shall become a first 
lien on the current revenue of succeeding fiscal year, subject only to the prior lien of 
principal and interest due on school warrants.  At no time during a fiscal year shall loans 
be secured to meet current expenses by the pledge of revenues on another school 
year. 
 
 The exception is that expenditures for teachers’ salaries for services rendered, 
and for fuel and school classroom materials and supplies to be consumed in the 
scholastic year, July 1 to June 30, inclusive, for any year, shall be paid from cash on 
hand.  If, for any reason, local boards do not have sufficient cash on hand to pay such 
expenditures, they may borrow money to pay for said expenditures and to pledge for 
repayment the anticipated revenues from the ensuing school year.  That may be done, 
however, only upon recommendation of the local superintendent.  Such a loan must be 
repaid during the next school year for which school revenue is pledged.  The borrowing 
of such money through temporary loans does not create a constitutional debt according 
to a ruling of the Alabama State Supreme Court in 1937 (Code of Alabama 1975, 
Section 16-13-145). 
 
Notes in Anticipation of Warrants, 1979 
 

In 1979 the Legislature provided for local boards of education to borrow money in 
anticipation of the issuance of warrants as previously described (Tax Anticipation 
Warrants in Cities and Counties, 1959 and Warrants for Special County and District 
Taxes,1939).  The issuance of notes by the board for the purpose of borrowing in 
anticipation of warrants must be notes maturing not later than 18 months from the date 
of issuance and bearing such rate(s) as the board of education issuing such notes may 
provide in the proceedings wherein the notes are authorized to be issued (Code of 
Alabama 1975, Section 16-13-211). 
 
 The principal and interest of notes in anticipated of warrants are declared not to 
be general obligations of the board of education issuing such notes.  Rather these notes 
are payable from the principal proceeds of the sale of the warrants which are 
anticipated and, to the extent necessary, from the tax proceeds which the issuing board 
may pledge to the payment of such warrants.  The board may secure payment of the 
note with a pledge of the necessary amount of the tax proceeds (Code of Alabama 
1975, Section 16-13-212). 
 
 Any note in anticipation of warrants can be refunded or renewed or extended for 
two additional periods of not more than 18 months for the date of maturity of such notes 
being refunded or extended, whether or not the capital improvements for which the 
outstanding notes were issued have been completed.  However, all such issuance of 
notes is contingent upon the approval of the State Superintendent of Education.  No 
approval can be granted for any note which would jeopardize the operation of the 1995 
Foundation Program.  An application for approval must be submitted to the State 
Superintendent and approval must be granted in writing.  All such notes, once 
approved, may be sold at either public or private sale as the issuing board shall 
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determine and the State Superintendent may approve.  All notes so issued and all 
interest paid thereon and all income derived therefrom shall forever be exempt from all 
state, county, municipal and other taxation under the laws of Alabama (Code of 
Alabama 1975, Sections 16-13-213 to 16-1-216) 
 

Bond Issues by City 
 
 Should the superintendent of a city board of education determine the current 
income of the city board of education is inadequate to provide ample, appropriate, and 
suitable grounds, buildings and equipment for the schools of the city, he may 
recommend to the city board that a petition be made to the city council or commission 
for a bond issue.  Such a bond issue would be approved by a local election and the 
bonds would be issued on the credit of the city.  Such a proposed issue would be 
subject to the limitations stipulated in the Constitution of 1901.  The city council or 
commission shall schedule the election at the time stipulated in the petition of the city 
board of education (Code of Alabama 1975, Section 16-11-19). 
 

Capital Outlay Allocation as Local Debt Service 
 

A quandary is posed with the allocation of Public School Fund revenues to local 
boards of education for capital outlay purposes.  As previously discussed, any local debt 
that is created by the issuance of warrants must have a statutorily permissible local 
revenue source approved to make principal and interest payments.  This approval of 
pledge is part of the underwriting process.  The quandary is produced when local 
boards wish to use the capital outlay allocation to pay for this existing debt.  In fact, 
there is not even statutory authority to use these allocations (whether state share or 
local share) for new debt.  The statute follows: 

 
§ 16-13-234.  Allocation of funds. 

 
(d) It is the intent of the Legislature that funds shall be provided to 

local boards of education in addition to Foundation Program funds to 
provide continuing funding to provide for soundness and adequacy of 
public school facilities in Alabama. To that end the remainder of the Public 
School Fund after deducting the costs pursuant to subsections (a) and (c) 
shall be available to the local boards of education for capital outlay 
projects, including the planning, construction, reconstruction, enlargement, 
improvement, repair or renovation of public school facilities, for the 
purchase of land for public school facilities and for the acquisition and/or 
purchase of education technology and equipment (Code of Alabama 1975, 
Section 16-13-234). 

 
In this statement of permitted purposes, there is no permission to (1) use as a pledge 
for the repayment of local warrant issues, and (2) use to pay the debt service on 
existing warrant issues.   Generally if statutory permission is not given for the pledge of 
payment for debt service, such permission does not exist.  And since there is a required 
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local match for these state funds, arguably the same conditions apply to the local share.  
The statute continues: 
 

(e) It is the intent of the Legislature that the distribution of capital 
funds for the purpose of capital purchases from the Public School Fund be 
made to all school systems, require a variable matching with local funds 
based on yield per mill per average daily membership of district property 
tax, and guarantee the same amount per student in each system for 
capital purchases from the total of state and matching local funds. The 
State Superintendent of Education shall allocate the available funds 
pursuant to the rules adopted by the State Board of Education. Also, to 
receive funds from this appropriation, the local board of education must 
develop a comprehensive, long range capital plan addressing the facility, 
educational technology and equipment needs of the local board of 
education, pursuant to the rules adopted by the State Board of Education. 
The goal of this program is to have each local board of education 
complete its comprehensive, long range capital plan and begin making 
satisfactory progress in implementing the plan for providing adequate 
public school facilities for all students. 

 
Again, the intent is clear.  There will be local funds available for the state purpose but no 
authority is granted for the use of these for servicing debt. 
 
 However, the State Superintendent of Education has made a different 
conclusion: 

 
.  290-2-1-.04   Annual Apportionment of Public School Funds.  The Public 
School Fund (PSF) shall be apportioned each year to provide funds for capital 
improvements of public school facilities in accordance with Ala. Acts 95-314, 
2004-456, and as hereinafter provided:  
 
The local matching funds may be used as debt service.  PSF Capital 
Improvement Funds may be used to service a debt upon approval by the 
State Superintendent if the debt is a part of the approved capital 
improvement plan pursuant to Rule 290-1-4-.01. 
 

The use of state funds, whether these funds are from state or local sources, to service 
local debt should be by statutory permission.  In this case, there does not appear to be 
statutory authority.  
 

Summary and Conclusions 
 

The traditional role of bond issues by local governmental units is effectively closed 
off by the necessity for a local referendum and by the debt limitations placed upon local 
government.  These provisions were placed in the Constitution of 1901 in a period of 
fervent anti-taxation and anti-debt.  Also, at the turn of the century infrastructure needs 
of the state were minimal, with most commerce relying and water and rail transportation.  
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School buildings were minimal in cost and could be constructed cheaply and with sweat 
equity.  Communication technologies were unknown and could not be envisioned.  Left 
with this dilemma, the state turned to revenue warrants to finance debt with the 
collusion of the state supreme court in bypassing constitutional provisions.  These 
provisions have been basically unchanged since the first major school code codification 
in 1927. 
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11.  FEDERAL PROGRAMS 
 

The Federal Role in Education 
 

Education is primarily a state and local responsibility in the United States. It is 
States and communities, as well as public and private organizations of all kinds, that 
establish schools and colleges, develop curricula, and determine requirements for         
enrollment and graduation. The structure of education finance in America reflects this 
predominant State and local role. Of the roughly $650 billion spent nationwide on 
education at all levels, 91 percent comes from State, local, and private sources. 
  
            That means the Federal contribution to national education expenditures is about 
9 percent. However, this 9 percent includes educational expenditures from other 
Federal agencies, such as the Department of Health and Human Services' Head Start 
program and the Department of Agriculture's School Lunch program. Subtract these      
dollars, and ED is left with only about 6 percent of total education spending, or roughly 
$42 billion a year. That $42 billion, by the way, is about 1.9 percent of the Federal 
Government's $1.9 trillion budget.  The Department of Education works target funds 
where they can do the most good. This targeting reflects the historical development of 
the Federal role in education as a kind of "emergency response system," a means of 
filling gaps in State and local support for education when critical national needs arise. 
 
Department of Education First Created, 1867 
 
            The original Department of Education was created in 1867 to collect             
information on schools and teaching that would help the States establish effective 
school systems. While the agency's name and location within the Executive Branch 
have changed over the past 130 years, this early emphasis on getting information on 
what works in education to teachers and education policymakers continues down to      
the present day. 
 
            The passage of the Second Morrill Act in 1890 gave the then-named             
Office of Education responsibility for administering support for the original system of 
land-grant colleges and universities. Vocational education became the next major area 
of Federal aid to schools, with the 1917 Smith-Hughes Act and the 1946 George-
Barden Act focusing on agricultural, industrial, and home economics training for high    
school students.  World War II led to a significant expansion of Federal support for         
education. The Lanham Act in 1941 and the Impact Aid laws of 1950 eased the burden 
on communities affected by the presence of military and other Federal installations by 
making payments to school districts. And in 1944, the "GI Bill" authorized 
postsecondary education assistance that would ultimately send nearly 8 million             
World War II veterans to college.  The Cold War stimulated the first example of 
comprehensive Federal education legislation, when in 1958 Congress passed the 
National Defense Education Act (NDEA) in response to the Soviet launch of            
Sputnik. To help ensure that highly trained individuals would be available to help 
America compete with the Soviet Union in scientific and technical fields, the NDEA 
included support for loans to college students, the improvement of science, 
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mathematics, and foreign language instruction in elementary and secondary schools, 
graduate fellowships, foreign language and area studies, and vocational-technical 
training.  The anti-poverty and civil rights laws of the 1960s and 1970s brought about a 
dramatic emergence of the Department's equal access mission. The passage of laws 
such as Title VI of the Civil Rights Act of 1964, Title IX of the Education Amendments of 
1972, and Section 504 of the Rehabilitation Act of 1973 which prohibited             
discrimination based on race, sex, and disability, respectively made civil rights 
enforcement a fundamental and long-lasting focus of the Department of Education. In 
1965, the Elementary and Secondary  Education Act launched a comprehensive set of 
programs, including the Title I program of Federal aid to disadvantaged children to      
address the problems of poor urban and rural areas. And in that same year, the Higher 
Education Act authorized assistance for postsecondary education, including financial 
aid programs for needy college students. 
 
Department of Education at Cabinet Level, 1980 
 
            In 1980, Congress established the Department of Education as a Cabinet level 
agency. Today, ED operates programs that touch on every area and level of education. 
The Department's elementary and secondary programs annually serve 15,000 school 
districts and more than 50 million students attending over 85,000 public schools and     
more than 26,000 private schools. Department programs also provide grant, loan, and 
work-study assistance to more than 8 million postsecondary students. 
 

Federal Involvement in Education 
 
 Federal involvement in public education in the United States began in 1787 with 
the Northwest Ordinance authorizing land grants for the establishment of educational 
institutions.   In 1802 An Act Fixing the Military Peace Establishment of the United 
States established the U.S. Military Academy (The U.S. Naval Academy was 
established in 1845 by the Secretary of the Navy).  
 
Higher Education Receives Funding 
 

 Higher education was specifically targeted in 1862 with the First Morrill Act 
authorizing public land grants to the states for the establishment and maintenance of 
agricultural and mechanical colleges. 1867 Congress through the Department of 
Education Act authorized the establishment of the U.S. Department of Education.   The 
U.S. Department of Education as established in 1867 was later known as the Office of 
Education. In 1980, under Public Law 96-58, it became a cabinet-level department. 
Therefore, for purposes of consistency, it is referred to as the 'U.S. Department of 
Education" even in historical tables of appropriations covering years when it was 
officially the Office of Education. 

 
Federal involvement continued with the 1911 State Marine School Act 

authorizing federal funds to be used for the benefit of any nautical school in any of 11 
specified state seaport cities.   In the 1876 Appropriation Act, U.S. Department of the 
Treasury, established the U.S. Coast Guard Academy.   Higher education continued to 
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be recognized with the Second Morrill Act in 1890 providing for money grants for 
support of instruction in the agricultural and mechanical colleges.  

 
World War I and Vocational Training 

 
The emergency created by World War I brought additional programs.  In 1917 

Smith-Hughes Act provided for grants to states for support of vocational education.  In 
1918 the Vocational Rehabilitation Act provided for grants for rehabilitation through 
training of World War I veterans. In 1919 An Act to Provide for Further Educational 
Facilities authorized the sale by the federal government of surplus machine tools to 
educational institutions at 15 percent of acquisition cost.  In 1920 Smith-Bankhead Act 
authorized grants to states for vocational rehabilitation programs.  

 
Agriculture and Child Nutrition 

 
Agricultural experiment stations were created by the 1935 Bankhead-Jones Act (Public 
Law 74-182) authorized grants to states for agricultural experiment stations.   The 
Agricultural Adjustment Act (Public Law 74-320) authorized 30 percent of the annual 
customs receipts to be used to encourage the exportation and domestic consumption of 
agricultural commodities. Commodities purchased under this authorization began to be 
used in school lunch programs in 1936. In 1943 the School Lunch Indemnity Plan 
(Public Law 78-129) provided funds for local lunch food purchases The 1946 National 
School Lunch Act (Public Law 79-396) authorized assistance through grants-in-aid and 
other means to states to assist in providing adequate foods and facilities for the 
establishment, maintenance, operation, and expansion of nonprofit school lunch 
programs.   The George-Barden Act (Public Law 80~02) expanded federal support of 
vocational education. 

 
World War II and Developing Infrastructure 

 
In 1936 An Act to Further the Development and Maintenance of an Adequate and 

Well-Balanced American Merchant Marine (Public Law 84-415) established the U.S. 
Merchant Marine Academy.  In 1937 National Cancer Institute Act established the 
Public Health Service fellowship program.  In 1941 Amendment to Lanham Act of 1940 
authorized federal aid for construction, maintenance, and operation of schools in 
federally impacted areas. Such assistance was continued under Public Law 815 and 
Public Law 874, 81st Congress, in 1950.  The entry into World War II was beginning to 
have profound influences in public education and the federal government began to 
intervene.  In 1943 Vocational Rehabilitation Act (Public Law 78- 16) provided 
assistance to disabled veterans.   .  
 
In 1944 the Servicemen's Readjustment Act (Public Law 78-346) known as the GI Bill, 
provided assistance for the education of veterans as the return to a peacetime economy 
was completed.  The Surplus Property Act (Public Law 78-457) authorized transfer of 
surplus property to educational institutions. In 1948 the United States Information and 
Educational Exchange Act (Public Law 80-402) provided for the interchange of persons, 
knowledge, and skills between the United States and other countries.   In 1949 Federal 
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Property and Administrative Services Act (Public Law 81-152) provided for donation of 
surplus property to educational institutions and for other public purposes and in 1950 
Financial Assistance for Local Educational Agencies Affected by Federal Activities 
(Public Law 81-815 and Public Law 81-874) provided assistance for construction (Public 
Law 815) and operation (Public Law 874) of schools in federally affected areas.  Also in 
1950 the Housing Act (Public Law 81-475) authorized loans for construction of college 
housing facilities.  
 
The Cold War Begins 
 

In 1954 An Act for the Establishment of the United States Air Force Academy 
and Other Purposes (Public Law 83-325) established the U.S. Air Force Academy.   
Also in 1954, the Cooperative Research Act (Public Law 83-531) authorized cooperative 
arrangements with universities, colleges, and state educational agencies for educational 
research. The National Advisory Committee on Education Act (Public Law 83-532) 
established a National Advisory Committee on Education to recommend needed studies 
of national concern in the field of education and to propose appropriate action indicated 
by such studies.   Child nutrition was again bolstered in 1954 with the School Milk 
Program Act (Public Law 83-597) providing funds for purchase of milk for school lunch 
programs. In 1956 Library Services Act (Public Law 84-911) provided grants to states 
for extension and improvement of rural public library services.   In 1957 Practical Nurse 
Training Act (Public Law 84-911) provided grants to states for practical nurse training.  

 
With the launch of sputnik in 1958, the National Defense Education Act (Public 

Law 85-865) provided assistance to state and local school systems for strengthening 
instruction in science, mathematics, modern foreign languages, and other critical 
subjects; improvement of state statistical services; guidance, counseling, and testing 
services and training institutes; higher education student loans and fellowships; foreign 
language study and training provided by colleges and universities; experimentation and 
dissemination of information on more effective utilization of television, motion pictures, 
and related media for educational purposes; and vocational education for technical 
occupations necessary to the national defense.   A major step that year was approval of 
the Education of Mentally Retarded Children Act (Public Law 85-926) authorizing 
federal assistance for training teachers of the handicapped.   A further step occurred 
that same year with the Captioned Films for the Deaf Act (Public Law 85-905) 
authorized a loan service of captioned films for the deaf.  

 
Poverty and Civil Rights 

 
The 1960s brought a new focus to federal aid.  In 1961 the Area Redevelopment 

Act (Public Law 87-27) included provisions for training or retraining of persons in 
redevelopment areas.   In 1962 the Manpower Development and Training Act (Public 
Law 87-415) provided training in new and improved skills for the unemployed and 
underemployed.   The Communications Act of 1934, Amendment (Public Law 87-447) 
provided grants for the construction of educational television broadcasting facilities.  
The Migration and Refugee Assistance Act of 1962 (Public Law 87-510) authorized 
loans, advances, and grants for education and training of refugees.   In 1963 the Health 
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Professions Educational Assistance Act (Public Law 88-129) provided funds to expand 
teaching facilities and for loans to students in the health professions.  

 
The Vocational Education Act of 1963 (Public Law 88-210) increased federal 

support of vocational education schools; vocational work-study programs; and research, 
training, and demonstrations in vocational education.   The Higher Education Facilities 
Act of 1963 (Public Law 88-204) authorized grants and loans for classrooms, libraries, 
and laboratories in public community colleges and technical institutes, as well as 
undergraduate and graduate facilities in other institutions of higher education.   This 
period culminated with the Civil Rights Act of 1964 (Public Law 88-352) that authorized 
the Commissioner of Education to arrange for support for institutions of higher 
education and school districts to provide in service programs for assisting instructional 
staff in dealing with problems caused by desegregation.   A companion act, the 
Economic Opportunity Act of 1964 (Public Law 88-452) authorized grants for college 
work-study programs for students from low-income families; established a Job Corps 
program and authorized support for work-training programs to provide education and 
vocational training and work experience opportunities in welfare programs; authorized 
support of education and training activities and of community action programs, including 
Head Start, Follow Through, and Upward Bound; and authorized the establishment of 
Volunteers in Service to America (VISTA).   A much broader view of the basis of federal 
support for state administered programs had developed. 
 
The Modern Era of Federal Aid to Public Schools:  ESEA of 1965 
 

The major step forward in providing aid to public schools was through the 1965 
Elementary and Secondary Education Act (Public Law 89-10) that authorized grants for 
elementary and secondary school programs for children of low-income families; school 
library resources, textbooks, and other instructional materials for school children; 
supplementary educational centers and services; strengthening state education 
agencies; and educational research and research training.  The Elementary and 
Secondary Education Act (ESEA) was first passed in 1965 under the initiative of 
President Lyndon B. Johnson. The act has been the most sweeping federal measure to 
improve education overall and advance education equity in the United States. The 1965 
enactment was intended to provide massive "compensatory" education for children of 
the poor enabling them to catch up academically with more privileged children. Funds 
have flowed through state education agencies to local districts based on per-pupil 
poverty formulations. Title I money goes to teachers hired for special instruction, as well 
as for state and local administrators of the programs.  It also was the first federal 
attempt to focus aid through categorical programs aimed at specific needs rather than to 
provide general aid to education.  This legislation was amended in 1966 by the 
Elementary and Secondary Education Amendments of 1966 (Public Law 89-750).  In 
addition to modifying existing programs, this amendment authorized grants to assist 
states in the initiation, expansion, and improvement of programs and projects for the 
education of handicapped children.  
  

Further recognition of the needs of handicapped children came in 1968 with the 
Elementary and Secondary Education Amendments of 1967 (Public Law 90-247) 
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modified existing programs, authorized support of regional centers for education of 
handicapped children, model centers and services for deaf-blind children, recruitment of 
personnel and dissemination of information on education of the handicapped; technical 
assistance in education to rural areas; support of dropout prevention projects; and 
support of bilingual education programs.   Furthermore in 1968 came the Handicapped 
Children's Early Education Assistance Act (Public Law 90-538) that authorized 
preschool and early education programs for handicapped children.   Vocational 
education was not to be left behind.  Also in 1968 came the Vocational Education 
Amendments of 1968 (Public Law 90-576) modified existing programs and provided for 
a National Advisory Council on Vocational Education and collection and dissemination 
of information for programs administered by the Commissioner of Education 

 
ESEA Extended, 1970 

 
In 1970, Congress approved the Elementary and Secondary Education 

Assistance Programs, Extension (Public Law 91-230) that authorized comprehensive 
planning and evaluation grants to state and local education agencies; provided for the 
establishment of a National Commission on School Finance.   The Office of Education 
Appropriation Act (Public Law 91-380) provided emergency school assistance to 
desegregating local education agencies.  The 1974 Educational Amendments of 1974 
(Public Law 93-380) provided for the consolidation of certain programs; and established 
a National Center for Education Statistics. In 1975, the Education of the Handicapped 
Act (Public Law 994-142) provided that all handicapped children have available to them 
a free appropriate education designed to meet their unique needs. Education 
Amendments of 1976 (Public Law 94-482) extended and revised federal programs for 
education assistance for higher education, vocational education, and a variety of other 
programs.  
 
ESEA Extended, 1981 
 

The Education Amendments of 1978 (Public Law 95-561) established a 
comprehensive basic skills program aimed at improving pupil achievement (replaced 
the existing National Reading Improvement program); and established a community 
schools program to provide for the use of public buildings.  In 1981, the Education 
Consolidation and Improvement Act of 1981 (Public Law 97-35) Consolidated 42 
programs into 7 programs to be funded under the elementary and secondary block 
grant authority.   The Education of Handicapped Act Amendments (Public Law 98-199) 
added Architectural Barrier amendment and clarified participation of handicapped 
children in private schools.   The 1984 Education for Economic Security Act (Public Law 
98-377) added new science and mathematics programs for elementary, secondary, and 
postsecondary education. The new programs include magnet schools, excellence in 
education, and equal access.   And also in 1984, the Carl D. Perkins Vocational 
Education Act (Public Law 98-524) continued federal assistance for vocational 
education through FY 1989. The act replaces the Vocational Education Act of 1963. It 
provides aid to the states to make vocational education programs accessible to all 
persons, including handicapped and disadvantaged, single parents and homemakers, 
and the incarcerated.  
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ESEA Extended, 1988 
 

In 1988 The Augustus F Hawkins-Robert T Stafford Elementary and Secondary 
School Improvement Amendments of 1988 (Public Law 100-297) reauthorized through 
1993 major elementary and secondary education programs including: Chapter 1, 
Chapter 2, Bilingual Education, Math-Science Education, Magnet Schools, Impact Aid, 
Indian Education, Adult Education, and other smaller education programs.   Also, the 
Technology-Related Assistance for Individuals with Disabilities Act of 1988 (Public Law 
100-407) provides financial assistance to states to develop and implement consumer-
responsive statewide programs of technology-related assistance for persons of all ages 
with disabilities.  In 1990, The Childhood Education and Development Act of 1989 
(Public Law 101~239) authorized the appropriations to expand Head Start Programs 
and programs carried out under the Elementary and Secondary Education Act of 1965 
to include child care services.   And The Americans with Disabilities Act of 1990 (Public 
Law 101-336) prohibits discrimination against persons with disabilities.  
  

Rehabilitation Act Amendments of 1991 (Public Law 102-52) amends the 
Rehabilitation Act of 1973 to reauthorize funding for various programs, including 
vocational rehabilitation services, research and training, supplementary services and 
facilities, the National Council on Disability, the Architectural and Transportation Barriers 
Compliance Board, employment opportunities for individuals with handicaps, and 
comprehensive services for independent living. Reauthorizes funding for the Helen 
Keller National Center for Deaf-Blind Youths and Adults (under the Helen Keller 
National Center Act) and for the President's Committee on Employment of People with 
Disabilities.  
 

The Amend the School Dropout Demonstration Assistance Act of 1988 to extend 
authorization of appropriations through FY 1993 and for other purposes (Public Law 
102-103) revises and reauthorizes programs under: 1) the School Dropout 
Demonstration Assistance Act of 1988; and 2) the Star Schools Program Assistance 
Act. Revises the functional literacy program and adds a life skills program for state and 
local prisoners under the National Literacy Act of 1991.   The Individuals with Disabilities 
Education Act Amendments of 1991 (Public Law 102-119) amends the Individuals with 
Disabilities Education Act (IDEA) to extend the authorization of appropriations and 
revise various features of the early intervention program of services for infants and 
toddlers with disabilities.  
 

In 1993 Congress approved the NAEP State Authorization (Public Law 103-33) 
that authorizes the use of NAEP for state-by-state comparisons.   In 1994 Congress 
approved the Goals 2000: Educate America Act (Public Law 103-227) that establishes a 
new federal partnership through a system of grants to states and local communities to 
reform the nation's education system. The Act formalizes the national education goals 
and establishes the National Education Goals Panel. It also creates a National 
Education Standards and Improvement Council (NESIC) to provide voluntary national 
certification of state and local education standards and assessments and establishes 
the National Skill Standards Board to develop voluntary national skill standards.  
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ESEA Extended, 1994 - Improving America's Schools Act of 1994 

 
 Other major legislation of 1994 included Improving America's Schools Act 

(Public Law 103-382) that reauthorized and revamped the Elementary and Secondary 
Education Act. The legislation includes Title I, the federal government's largest program 
providing educational assistance to disadvantaged children; professional development 
and technical assistance programs; a safe and drug-free schools and communities 
provision; and provisions promoting school equity.   Thereafter in 1999, the Amendment 
to the Elementary and Secondary Education Act of 1965 (Public Law 104-5) amended a 
provision of Part A of Title IX of the Elementary and Secondary Education Act of 1965 
relating to Indian education, to provide a technical amendment and for other purposes. 
 

In 1996, Congress approved the Contract With America: Unfunded Mandates 
(Public Law 104-4) a bill to curb the practice of imposing unfunded federal mandates on 
states and local governments; to strengthen the partnership between the federal 
government and state, local, and tribal governments; to end the imposition, in the 
absence of full consideration by Congress, of federal mandates on state, local, and 
tribal governments without adequate funding, in a manner that may displace other 
essential governmental priorities and to ensure that the federal government pays the 
costs incurred by those governments in complying with certain requirements under 
federal statutes and regulations; and for other purposes.  

 
In 1997, the Individuals with Disabilities Education Act Amendments of 1997 

(Public Law 105-17) amended the Individuals with Disabilities Education Act (IDEA) to 
revise its provisions and extend through fiscal year 2002 the authorization of 
appropriations for IDEA programs.   The Charter School Expansion Act  of 1998 (Public 
Law 105-278) amended the charter school program, enacted in 1994 as Title X, Part C 
of the Elementary and Secondary Education Act of 1965. In 1999, the Education 
Flexibility Partnership Act of 1999 (Public Law 106-25) authorizes the Secretary of 
Education to allow all states to participate in the Education Flexibility Partnership 
program. Then in 1999, the Education Flexibility Partnership Act of 1999 (Public Law 
106-25) authorized the Secretary of Education to allow all states to participate in the 
Education Flexibility Partnership program.   

 
ESEA Extended, 2001 – No Child Left Behind Act 

  
The stage was now set for the re-authorization of ESEA and the No Child Left 

Behind Act. Most federal elementary and secondary education programs are authorized 
in the Elementary and Secondary Education Act that was set to expire on September 
30, 1999.  The law has been reauthorized every five years since 1965. Its original 
provisions, which were to aid public schools affected by poverty, to fund the purchase of 
materials for school libraries and classrooms, to establish model schools and use 
community centers to supplement school services and to strengthen state departments 
of education, have been considerably broadened. Over the years, ESEA has evolved as 
re-authorized as needs have changed and new concerns have been identified.  

 
    
  298        
     



Alabama Public School Finance Reference 
Revenues - Federal Programs 
 
 

ESEA was last re-authorized in 1994 as the Improving America’s Schools Act. 
This act renewed existing elementary and secondary education programs. In theory it 
offered school districts more flexibility and authority in return for greater responsibility for 
student performance. The act also targeted the funds to reach those students who are 
most in need. This reauthorization marked a fundamental change in the federal 
government’s role in education by establishing the clear expectation that all children can 
and should reach high standards. The ESEA’s last authorization expired on September 
30, 1999.   

 
ESEA was originally authorized in 1965 for five years and had been reauthorized 

every five years since. ESEA is the largest and most comprehensive K-12 federal 
education law.  Congress "authorizes" or creates new programs and "re-authorizes" or 
continues existing programs. ESEA was reauthorized for five years in 1994. When the 
five-year period ends, Congress must act to continue ESEA. The reauthorization 
process sets the ground rules for ESEA programs and services for the next five years  

 
The law expired when Congress failed to re-authorize its programs.   The 

proposed version of the Clinton Administration entitled Educational Excellence For All 
Children Act, did not win Congressional approval.  Instead, the programs were extended 
until 2001 through the appropriations process, which means states continued to receive 
the federal funds they need to operate.  Adopted as the centerpiece of President 
Lyndon Johnson's War on Poverty, the ESEA had the noble objective of closing the 
achievement gap between privileged and underprivileged children.  It was going to do 
that by directing billions of federal dollars in a dazzling array of special programs 
focused especially on the children of poverty. With a budget now approaching $14 
billion a year, the ESEA supports no fewer than five dozen major programs extending 
into virtually every area of school life. 
 
 As an example of the breadth of federal involvement in public education in the 
Untied States, consider the following table which details the many federal agencies and 
federal programs involved in aid to public schools of Alabama:  
 

Table 11-1 
Federal Agencies Funding Public Education 

 
1.0   U.S. Department Of Education    
 Passed through State Department of Education    
  Special Education Cluster:    
    Special Education Grants to States    
     Special Education-Preschool Grants    
    Vocational Education Basic Grants to States    
  Adult Education State Grant Program    
  Title I Grants to Local Education Agencies    
  Migrant Education Basic State Grant Program    
  Capital Expenses    
  Technology Literacy Challenge Fund Grants    
  Technology Innovation Challenge Grants    
    
  299        
     

http://www.ed.gov/offices/OESE/ESEA/index.html
http://www.ed.gov/offices/OESE/ESEA/index.html


Alabama Public School Finance Reference 
Revenues - Federal Programs 
 
 
  Innovative Education Program Strategies    
  Education for Homeless Children and Youth    
  Safe and Drug-Free Schools and Communities State Grants    
  Eisenhower Professional Development State Grants    
  Goals 2000 State and Local Education Systemic Improvement  
  
  Even Start State Educational Agencies    
  Class Size Reduction    
  Comprehensive School Reform Demonstration    
  Reading Excellence    
  Immigrant Education    
  Secondary Education and Transitional Services for Youth With Disabilities 
  Workplace Literacy Partnerships 
    
 Passed through Alabama Department of Rehabilitation Services:    
  Rehabilitation Services Vocational Rehabilitation Grants     
 Passed through Wallace Community College:    
  Tech-Prep Education    
 Direct Programs:    
  Impact Aid    
  Magnet Schools Assistance    
  Safe and Drug-Free Schools and Communities National    
  Indian Education Grants to Local Education Agencies    
    
2.0  U.S. Department Of Agriculture 
 Child Nutrition Cluster: 
  School Breakfast Program 
  National School Lunch Program 
  Summer Food Service Program for Children 
 Food Distribution (Non-cash Assistance) 
 Child and Adult Care Food Program 
 Nutrition Education and Training Program 
  
3.0  U.S. Department Of Health And Human Services 
 Passed through Department of Education 
  Temporary Assistance for Needy Families 
  Child Care and Development Block Grant 
  Cooperative Agreements to Support Comprehensive School Health 
Programs to Prevent the Spread of HIV and Other Important Health Problems 
 Direct Programs: 
  Head Start 
 
4.0  Corporation For National And Community Service 
 Learn and Serve America School and Community Based Programs 
 
5.0  Social Security Administration 
 Social Security Disability Insurance 
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6.0  U.S. Department Of Labor 
 Passed through State Department of Education:    
  Job Training Partnership Act   
  Employment Services and Job Training Pilots-- 
       Demonstration and Research  
    
7.0  General Services Administration 
 Passed through Alabama Department of Economic and  
  Community Affairs:    
  Donation of Federal Surplus Property (Non-cash Assistance)    
8.0  National Endowment For The Arts 
 Passed through Alabama State Council on the Arts:    
  Promotion of the Arts Grants to Organizations and Individuals  
    
9.0  U. S. Department Of Defense Direct Programs:    
 Army Junior ROTC    
 Troops To Teachers    
    

No Child Left Behind Act of 2001 
 

 On January 8, 2002, President Bush signed into law the No Child Left Behind Act 
of 2001. The Act is the most sweeping reform of the Elementary and Secondary 
Education Act (ESEA) since ESEA was enacted in 1965. It redefines the federal role in 
K-12 education and will help close the achievement gap between disadvantaged and 
minority students and their peers. The Act was designed and is intended to boost 
student achievement, provide new resources for schools, give more options to parents, 
and ensure accountability of federal education dollars.  It is based on four basic 
principles: stronger accountability for results, increased flexibility and local control, 
expanded options for parents, and an emphasis on teaching methods that have been 
proven to work.  The following Table summarizes the major programs of NCLB. 
 

Table 11-2 
NCLB Program Summary 

Title Program Summary 
Title I School Improvement 
Title I Part B, Subpart 2 – Reading First 
Title I Part B, Subpart 2 – Early Reading First 
Title II Part A – Improving Teacher Quality 
Title II Part B – Math and Science Partnerships 
Title II Part D – Enhancing Education Through Technology 
Title III Language Instruction for LEP and Immigrant Students  
Title IV Safe and Drug-Free Schools and Communities 
Title V Innovative Programs 
Title VI State Assessments and Enhanced Assessments 
Title VII Indian Education 
Title VIII Impact Aid 
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Title IX General Provisions 
 
The following discussion covers the major provisions of No Child Left Behind by Title.   
 

 Title I —Improving the Academic Achievement of the Disadvantaged 
 

Part A —Improving Basic Programs Operated by Local Educational Agencies 
Part B —Student Reading Skills Improvement Grants 
Part C —Migrant Education 
Part D —Neglected, Delinquent, or At-Risk 
Part E —National Assessment of Title I 
Part F —Comprehensive School Reform 
Part G —Advanced Placement 
Part H —School Dropout Prevention 
Part I —General Provisions 
 
Summary of Title I 
 
The stated purpose of Title I is to “ensure that all children have a fair, equal, and 
significant opportunity to obtain a high-quality education and reach, at a minimum, 
proficiency on challenging State academic achievement standards and State academic 
assessments.”  
 

Part A —Improving Basic Programs Operated by Local Educational 
Agencies 
 
Title I Part A is the largest of the Title I programs.  This program provides 
supplemental services to children in Title I schools in the form of Targeted 
Assistance or Schoolwide programs.  The Targeted Assistance model provides 
direct service to students with the greatest need for supplemental services while 
Schoolwide programs deliver services to all students with a continued focus on 
students with the greatest need.  The goal of both program models is to provide 
supplemental instruction to improve the academic performance of students. 
 
Part B —Student Reading Skills Improvement Grants 
 
Title I Part B includes: 

Subpart 1 —Reading First 
Subpart 2 —Early Reading First 
Subpart 3 —William F. Goodling Even Start Family Literacy Programs 
Subpart 4 —Improving Literacy through School Libraries 

 
Subpart 1 —Reading First 
 
Reading First is a new program and is designed to assist in the 
establishment of reading programs for students in kindergarten through 
grade 3.These programs are founded on scientifically-based reading 
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research and aid in ensuring that every student can read at grade level or 
above not later than the end of grade 3.Provisions will be made to assist 
teachers in the areas of professional development in reading, electing 
and/or administering screening, diagnostic and classroom-based 
instructional materials,  implementing the essential components of reading 
instruction.  This grant money will be awarded on a competitive basis to 
local educational agencies. 

 
Subpart 2 —Early Reading First 
 
Early Reading First is also a new program designed to support local 
efforts to enhance the early language, literacy, and pre-reading 
development of preschool-age children, with an emphasis on children from 
low-income families. Objectives include providing preschool-age children 
with cognitive learning opportunities to help them attain the knowledge 
and skills necessary for optimal reading development in kindergarten and 
beyond, and to integrate scientific reading research-based instructional 
materials and literacy activities with existing programs of preschools, child 
care agencies and programs, Head Start centers, and Even Start 
programs. 
 
The Secretary will provide grants to local educational agencies, public or 
private organizations, or agencies acting on behalf of programs that serve 
preschool age children (such as a program at a Head Start center or a 
family literacy program). This is a competitive grant program. 
 
Subpart 3 —The William F. Goodling Even Start Family Literacy 
Programs 
 
The William F. Goodling Even Start Family Literacy Programs are 
designed to break the cycle of poverty and low literacy.  They build on 
existing community resources of high quality to improve the educational 
opportunities of the Nation ’s low-income families.  It does so by 
integrating early childhood education, adult literacy or adult basic 
education, and parenting education to create a new range of 
comprehensive services.   The grants are awarded on a competitive basis 
to partnerships consisting of a local educational agency and an “eligible 
entity ” described in No Child Left Behind that includes institutions of 
higher education and community-based organizations. 
 
Subpart 4 —Improving Literacy Through School Libraries 
 
Improving Literacy Through School Libraries is a new program under Title 
I and is designed to improve literacy skills and academic achievement of 
students by providing students with increased access to up-to-date school 
library materials, a well-equipped technologically advanced school library 
media center and well-trained, professional certified school library media 
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specialists.  The Secretary of Education will provide competitive grants 
either to state agencies or directly to eligible local educational agencies, 
depending on level of funding. 

 
Part C —Education of Migratory Children 
 
Subgrants are awarded to local operating agencies to carry out a project under 
this part. 
 
Part D —Prevention and Intervention Programs for Children and 
Youth who are Neglected, Delinquent, or At-Risk 
 
The allotted funds will be used for statewide activities and as grants made to 
state agencies responsible for serving children and youth in residential and non-
residential institutions, including those in adult correctional facilities; and grants to 
local agencies that provide services to youth in local correctional facilities who 
are at risk of educational failure. 
  
Part E —National Assessment of Title I 
 
The national assessment of Title I programs is the responsibility of the Secretary 
of Education.  This responsibility includes the assessment of program 
implementation, the impact of programs on increasing student academic 
achievement, and identifying programs and services that have demonstrated the 
greatest likelihood of helping students reach proficient and advanced levels of 
achievement. The national assessment includes a review of state and local 
educational agencies, schools, and students. 
 
Part F —Comprehensive School Reform 
 
Comprehensive School Reform is not a new program, but is now part of Title I.  
The overarching goal is to build the capacity to improve the academic 
achievement of all students in core academic subjects within participating 
schools. 
 
Part G —Advanced Placement 
 
The goal of the Advanced Placement Programs is to support State and local 
efforts to raise academic standards through advanced placement programs, and 
thus further increase the number of students who participate and succeed in 
them.  In addition, this part encourages more students who take advanced 
placement courses each year to take advanced placement exams to 
demonstrate their achievement through taking the exams.  Another major goal is 
to increase the number of students participating to demonstrate that larger and 
more diverse groups of students can participate and succeed in advanced 
placement programs. Funds available under this part will be awarded by the 
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Secretary to the State Education Agency to reimburse low-income individuals to 
cover part or all of the costs of advanced placement test fees. 
 
Part H —School Dropout Prevention 
 
School Dropout Prevention is a new part to Title I and is designed to provide for 
school 
dropout prevention and reentry and to raise academic achievement levels by 
providing 
grants to assist children in attaining their highest academic potential. The goal is 
to assist students in achieving their potential through schoolwide programs 
proven effective in school dropout prevention and reentry. Grants will be awarded 
to States on a competitive basis to support activities in schools that serve 
students in grades 6 – 12 and have annual school dropout rates that are above 
the State average; or in middle schools that feed students into the schools 
described above. 
 

Part I —General Provisions 
 

This part provides regulatory authority to The Secretary to ensure compliance 
with the requirements of Title I, and to provide a mechanism for administrators, parents, 
teachers, paraprofessionals, members of local school boards and other organizations to 
provide advice and feedback related to the implementation and operation of programs 
under Title I.  
 
Title II —Preparing, Training, and Recruiting High Quality Teachers and Principals 

 
Part A —Teacher and Principal Training and Recruiting Fund 
Part B —Mathematics and Science Partnerships 
Part C —Innovation for Teacher Quality 
Part D —Enhancing Education Through Technology 
 
Summary of Title II 
 
Title II of the ESEA Reauthorization is dedicated to four basic parts: Teacher and 
Principal Training and Recruitment; Mathematics and Science Partnerships; Innovation 
for Teacher Quality; and Enhancing Education Through Technology.   

 
Part A —Teacher and Principal Training and Recruiting Fund.  The purpose 
of this part is to provide grants to state educational agencies, local educational 
agencies, state agencies for higher education, and eligible partnerships in order 
to increase student academic achievement through strategies such as improving 
teacher and principal quality, increasing the number of highly qualified teachers 
in the classroom and highly qualified principals and assistant principals in 
schools, and holding local educational agencies and schools accountable for 
improvements in student academic achievement. 
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Part B —Mathematics and Science Partnerships 
 
The purpose of this part is to improve the academic achievement of students in 
the areas of mathematics and science by encouraging state educational 
agencies, institutions of higher education, local educational agencies, elementary 
schools, and secondary schools to participate in programs that improve and 
upgrade the status and stature of mathematics and science teaching. 
 
Part C —Innovation for Teacher Quality 
 
The purpose of this section is to authorize a mechanism for the funding and 
administration of the Troops-to-Teachers Program; to establish a program to 
recruit and retain highly qualified mid-career professionals (including highly 
qualified paraprofessionals), and recent graduates of an institution of higher 
education, as teachers in high-need schools, including recruiting teachers 
through alternative routes to certification; and to encourage the development and 
expansion of alternative routes to certification under state-approved programs. 
 
Part D —Enhancing Education Through Technology  
 
Enhancing Education Through Technology (Ed Tech) Program consolidates the 
current Technology Literacy Challenge Fund (TLCF) Program and the 
Technology Innovative Challenge Grant Program into a single state formula grant 
program (ESEA Title II, part D, Subpart 1.  Under the Ed Tech program, the U.S. 
Department of Education provides grants to state educational agencies (SEAs) 
on the basis of their proportionate share of funding under Part A of Title I.  States 
may retain up to 5 percent of their allocations for state-level activities, and must 
distribute one-half of the remainder by formula to eligible local educational 
agencies (LEAs) and the other one-half competitively to eligible local entities. 

 
Title III —Language Instruction for Limited English Proficient  

and Immigrant Students 
 

Title III contains three parts as follows: 
Part A —English Language Acquisition, Language Enhancement, and Academic 
Achievement Act, OR 
Part B —Improving Language Instruction Educational Programs 
Part C —General Provisions 

Part A is currently in effect and therefore Part B is not in effect.  The effective part is 
based on the level of appropriations)  
 
Summary of Title III 
 

Part A —English Language Acquisition, Language 
Enhancement, and Academic Achievement Act 
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The purpose of Title III Part A is to help ensure that children and youth who are 
limited English proficient, Native American and/or immigrants, attain English 
language proficiency, develop high levels of academic attainment in English, and 
meet the same challenging State academic standards that all children are 
expected to meet. 
 
Funds are directed to states and eligible local districts or consortia through a 
formula grant allocation to:  
 
 develop high-quality language instruction educational programs; 
 assist SEAs, LEAs, and schools to build their capacity to establish, 

implement, and sustain language instruction and development programs; 
 promote parental and community involvement; and to 
 hold SEAs, LEAs, and schools accountable for increases in English 

proficiency and core academic content knowledge of limited English proficient 
children by: (A)demonstrated improvements in the English proficiency of 
limited English proficient children each fiscal year; and (B)adequate yearly 
progress for limited English proficient children, including immigrant children 
and youth, as described in section 1111(b)(2). 

 
Part B —Improving Language Instruction Educational Programs  
 
Part B is not currently in effect (see 3001 (B)).  
 
Part C —General Provisions  
 
Definitions and notification requirements related to Title III are provided. 

 
Title IV — 21st Century Schools 

 
Part A —Safe and Drug-Free Schools and Communities 
Part B —21st Century Community Learning Centers 
Part C —Environmental Tobacco Smoke 
 
Summary of Title IV 
 
Title IV includes the Safe and Drug Free Schools and Communities and 21st Century 
Community Learning Centers Programs. Safe and Drug Free Schools includes local, 
state, and national programs to: prevent violence in and around schools; prevent illegal 
use of alcohol, tobacco, and other drugs; involve parents and communities; and 
coordinate with other resources to foster a safe and drug-free environment that supports 
academic achievement. 
21st Century Community Learning Centers support communities to create or expand 
before-and after-school opportunities for academic enrichment, particularly for students 
in low-performing schools. Such Community Learning Centers also offer students a 
broad array of additional services, programs, and activities to reinforce and complement 
the regular academic program.   
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Title IV also bans smoking within any indoor facility regularly used for kindergarten, 
elementary, or secondary education, library services to children, r routine health care or 
day care or early childhood development services. 

 
Part A —Safe and Drug-Free Schools and Communities 
 
Safe and Drug Free Schools and Communities continues to provide funds to 
local education agencies based on a formula and to the Governor ’s Office or 
designee for discretionary grants. The funds may be used for a variety of 
activities as part of a comprehensive plan for drug and violence prevention.  
Funds must be used consistent with the principles of effectiveness involving: an 
assessment of objective needs data; se of performance measures; basing 
programs on scientific research about needs and prevalence of drug use and 
violence; ongoing parental involvement; and evaluation of results. 
 
National programs for which schools can apply include: National Coordinator 
Program; 
Grants to Reduce Alcohol Abuse; and Mentoring Programs. 

 
Part B —Community Learning Centers 
 
This program provides competitive grants to help communities establish or 
expand activities in community learning centers that: 
 

1) provide opportunities for academic enrichment including providing tutorial 
services to help students —particularly students who attend low performing 
schools —meet student academic achievement standards in core academic 
subjects, such as reading and mathematics; 

2) offer students a broad array of additional services, programs, and activities 
—such as youth development activities, drug and violence prevention 
programs, counseling programs, art, music, and recreation programs, 
technology education programs, and character education programs —that 
are designed to reinforce and complement the regular academic program of 
participating students, and; 

3) offer families of students served by community learning centers opportunities 
for literacy and related educational development 

 
Part C —Environmental Tobacco Smoke 

 
Effective January 2002,smoking is not permitted in any indoor facility owned, 
leased or contracted for, and utilized for routine or regular kindergarten, 
elementary or secondary education, library services for children, or routine health 
care or day care or early childhood development (Head Start) services. This 
includes all portions of such facilities and those supported in whole or part by 
federal funds.  Exceptions are made for any portion of a facility used for inpatient 
hospital treatment for alcohol and drug abuse, and any private residence.  
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Violators who permit smoking in such places are subject to civil penalties of up to 
$1,000 per violation.  Each day is considered a separate violation.  This section 
does not pre-empt local and state laws that are more restrictive. 

 
Title V —Promoting Informed Parental Choice 

and Innovative Programs 
 
Part A —Innovative Programs 
Part B —Public Charter Schools 
Part C —Magnet Schools Assistance 
Part D —Fund for the Improvement of Education 
 
Summary of Title V 
 
Title V provides for increased public school choice opportunities by amending previous 
grant programs supportive of the voluntary provisions of school choice. Title V includes 
education block grants, charter schools, magnet schools, and the fund for the 
improvement of education, which provides authority for 21 specific program-like 
activities. There are four parts in Title V: Part A — Innovative Programs, Part B — 
Public Charter Schools, Part C — Magnet Schools Assistance, and Part D — Fund for 
the Improvement of Education. 
 

Part A —Innovative Programs 
 
Continues innovative program formula grants to state education agencies to 
support local education reform (informally referred to as the “Education Block 
Grant ”).  SEAs in turn, allocate money to local education agencies based on a 
formula allocation. Program purposes include support of educational reform, 
implementation of reform and improvement programs based on scientifically 
based research, support of educational innovation and improvement, assistance 
to meet the educational needs of all students, and assistance to 
improve educational performance. 
 
Part B —Public Charter Schools 
 
Subpart 1 — Charter Schools authorizes grants to support both: (a) the 
planning, design and initial implementation of charter schools; and (b) the 
dissemination of information and successful practices related to charter schools. 
The law also authorizes a new per pupil aid program to assist charter schools 
with their facilities costs. 
 
Subpart 2 — Credit Enhancement Initiatives authorizes grants for innovative 
credit enhancement initiatives to help charter schools with the cost of acquiring, 
constructing, and renovating facilities. 
 

    
  309        
     



Alabama Public School Finance Reference 
Revenues - Federal Programs 
 
 

Subpart 3 — Voluntary Public School Choice authorizes grants to establish or 
expand programs that provide students and parents with greater public school 
choice. 
 
Part C —Magnet Schools Assistance 
 
Competitive grants that assist in the desegregation of elementary and secondary 
schools for the: elimination, reduction, or prevention of minority group isolation; 
development and implementation of magnet school programs that will assist local 
educational agencies in achieving systemic reforms and providing all students 
the opportunity to meet challenging state academic content standards; and for 
the development and design of innovative educational methods and practices 
that promote diversity, increase choices, and provide courses of instruction that 
will substantially strengthen the knowledge of academic, technological and 
career skills. 
 
Part D —Fund for the Improvement of Education 
 
Continues support of the Fund for the Improvement of Education to carry out 21 
nationally significant programs to improve the quality of elementary and 
secondary education at the state and local levels directly or through grants or 
contracts with state or local agencies. 

 
Title VI —Flexibility and Accountability 

 
Part A—Improving Academic Achievement 
Part B—Rural Education Initiative (Includes links to eligible school systems.) 
 
Summary of Title VI 
 
Title VI is designed to provide flexibility to assist states in the development of strategies 
to target Federal funds to Federal programs that most effectively addresses the unique 
needs of States and localities.  Funds will be provided to enhance state and local 
assessment systems and to improve the dissemination of information on student 
achievement and school performance to parents, community and other interested 
parties.  States and local educational agencies will have the flexibility to target Federal 
funds to Federal programs that most effectively address the unique needs of States and 
localities. Additionally, there are allocations for certain activities authorized under this 
act. 

Part A —Improving Academic Achievement 
Title VI Part A includes: 

Subpart 1 —Accountability 
Subpart 2 —Funding Transferability for State and Local Educational Agencies 
Subpart 3 —State and Local Flexibility Demonstration 

Chapter A —State Flexibility Authority 
Chapter B —Local Flexibility Demonstration 

Subpart 4 —State Accountability for Adequate Yearly Progress 
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Subpart 1 — Accountability 
 
This part provides grants to States to enable them to pay the costs of the 
development of additional State assessments and standards required to ensure 
that schools and local educational agencies are held accountable for meeting the 
challenging State academic content and achievement standards .It also provides 
to a number of states the opportunity to waive federal requirements and 
consolidate and use funds to achieve increased student performance for a period 
of five years, assuming the performance targets have been met. 
 
Subpart 2 — Funding Transferability for State and Local Educational 
Agencies 
 
This subpart allows the State and local educational agencies the flexibility to 
target Federal funds to Federal programs that most effectively address the 
unique needs of States and localities and to transfer Federal funds allocated to 
other activities to provide for certain activities authorized under Title I.  This 
subpart has no funding, but allows States and local educational agencies 
flexibility to target Federal funds to Federal programs that most effectively 
address the unique needs of States and localities. 
 
Subpart 3 —State and Local Flexibility Demonstration 
 
The purpose of this subpart is to focus the resources of the Federal Government 
on the academic achievement of all students and to better empower parents, 
educators, administrators, and schools to effectively address the needs of their 
children and students. This subpart creates options for selected States and local 
educational agencies to focus the resources of the Federal Government on 
improving student achievement and teacher quality through a competitive 
demonstration grant. 
 

Chapter A – State Flexibility Authority 
State Flexibility 
On a competitive basis, seven State educational agencies will be awarded 
grant flexibility authority.  To receive this grant authority, the State 
educational agency must offer substantial promise of making adequate 
yearly progress, assisting local educational agencies that enter into 
performance agreements with the State educational agency and providing 
information demonstrating that the State educational agency has 
consulted with and involved parents, representatives of local educational 
agencies, and other educators in the development of the terms of the 
grant authority. 
 
This is a competitive grant process for a limited number of states to 
consolidate funds.  The focus would be on high poverty local educational 
agencies working with the State agency in aligning State and local reforms 
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and assisting the local educational agencies that enter into performance 
agreements with the State educational agency. 

 
Chapter B – Local Flexibility Demonstration 
 
Local Flexibility Demonstration Agreements 
The Secretary shall, on a competitive basis, enter into local flexibility 
demonstration agreements with the local educational agencies that submit 
approvable proposed agreements and are selected.   A total of 80 local 
educational agencies will be selected on the basis of substantial promise 
of meeting the State ’s definition of adequate yearly progress, advancing 
the education priorities of the local educational agency, improving student 
achievement, and narrowing the achievement gap. 

 
Subpart 4 —State Accountability for Adequate Yearly Progress 
 
A peer review process will be used to determine if the State has met, or failed to 
make, adequate yearly progress using the State assessment data.  The 
Secretary will provide technical assistance to a State that has failed to make 
adequate yearly progress for 2 consecutive years. 
 
Part B —Rural Education Initiatives 
 
Rural Program Initiatives undertaken at the state level will allow the state to 
effectively compete in the federal Rural Program Initiatives Program.  There are 
three separate Rural Education Achievement Program (REAP) Initiatives rural 
districts that lack the personnel and resources to compete effectively for Federal 
competitive grants and that receive grant allocations in amounts that are too 
small to be effective in meeting their intended purposes.  
 
Alternate Uses of Funds Authority 
 
The Alternative Uses of Funds Authority is a provision that allows eligible local 
educational agencies to combine funding to carry out local activities under one or 
more of the following Federal programs: Title I Part A, Title II Parts A and D, Title 
III, Title IV Parts A and B, and Title V Part A.  This initiative does not provide 
LEAs with additional funding; rather it gives them greater flexibility in using 
applicable funding. 
 
Small Rural School Achievement Program 
 
The Small Rural School Achievement Program is a program that authorizes the 
Secretary to award formula grants directly to eligible LEAs to carry out activities 
authorized under one or more of the following Federal programs: 
 
Title I Part A, Title II Parts A and D, Title III, Title IV Parts A and B, and Title V 
Part A. 
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The Secretary is requesting that LEAs submit their average daily attendance 
(ADA) calculations to the SEA, and that SEAs submit the ADA data to the 
department, not later than March 1,on behalf of all eligible LEAs in the State. 
This initiative allocates funds to the local educational agencies by using a formula 
based on average daily attendance in eligible schools. 

 
Rural and Low-Income School Program 
 
The Rural and Low Income School Program is designed to address the needs of 
rural, low-income schools.  The Secretary awards formula grants to SEAs, which 
in turn award subgrants to eligible LEAs either competitively or on a formula 
basis. If an SEA chooses not to participate in the program, the Secretary may 
use the SEAs allotment to award grants directly to eligible LEAs in that State 
either competitively or by formula.  Funds under this program may be used for 
teacher recruitment and retention, teacher professional development, technology, 
including software and hardware, parental involvement activities, Safe and Drug-
Free Schools program activities, Title I, and activities authorized under Title III, 
Language Instruction for Limited English Proficient and Immigrant students. 

 
Title VII —Indian, Native Hawaiian, and Alaska Native Education 

 
Part A —Indian Education 
Part B —Native Hawaiian Education (Not applicable to Alabama) 
Part C —Alaska Native Education (Not applicable to Alabama) 
 
Summary of Title VII 
 
Title VII contains three parts: Indian Education, Native Hawaiian Education, and Alaska 
Native Education. Parts B and C deal with Native Hawaiian and Alaska Native 
Education and are not applicable to Alabama schools. As part of the federal trust 
responsibility, Title VII addresses the “unique educational and culturally-related 
academic needs,” including language-related needs, of American Indian students 
through formula grants to eligible LEAs and tribes from U.S. Department of Education. 
The act also provides competitive grant opportunities for “Special Programs and 
Projects to Improve Educational Opportunities for Indian Children,” and authorizes other 
expenditures to serve American Indians, including fellowships, gifted and talented 
education, and tribal educational planning grants. 
 

Part A —Indian Education 
 

• Subpart 1 authorizes formula grants to LEAs.  Funds go directly from the Office 
of Indian Education (US ED) to the grantees.  Grantees shall submit a copy of 
their application to Equity Mission Team, SDE. 

• Subpart 2 authorizes competitive grants for projects designed to develop, test, or 
demonstrate effective practices and services that increase educational 
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opportunities for American Indian students. It also authorizes funds for training 
and support for American Indians in teaching or other education professions. 

• Subpart 3 authorizes national activities including in-service training, fellowships 
for American Indian students, establishment of gifted and talented education 
centers, demonstration grants for gifted and talented education, education 
planning grants for tribes, adult education services. 

 
Title VIII —Impact Aid 

 
Summary of Title VIII 
 
Title VIII describes the provisions and formula for federal assistance for certain local 
education agencies impacted by federal property acquisition.  The purpose is to 
compensate Alabama School systems for property that cannot be taxed due to federal 
property status.  This includes National Forest Land, Military Reservations, and Native 
American Tribal Trust Land.  Eligible LEA ’s apply directly to the U.S. Department of 
Education for funding.  The Alabama State Department of Education cooperates in the 
implementation of this federal program and verifies Alabama school system data. 
 

Title X: Repeals, Redesignations, and 
Amendments to Other Statutes 

 
Part A —Repeals 
Part B —Redesignations 
Part C —Homeless Education 
Part D —Native American Education Improvement 
Part E —Higher Education Act of 1965 
Part F —General Education Provisions Act 
Part G —Miscellaneous Other Statutes 
The most significant for K-12 public educators is Part C that reauthorizes the Homeless 
Assistance Act.   
 

Part C —McKinney-Vento Homeless Education Assistance Improvements 
Act of 2001 
 
Sec.1032.Education for Homeless Children and Youths 
 
Subtitle B of title VII of the McKinney-Vento Homeless Assistance Act (42 U.S.C. 
11431 et seq.) is amended to read as follows: ‘Subtitle B —Education for 
Homeless Children and Youths ” ((EHCY). 
 
 The act sets out educational rights and responsibilities to children and youth who 
are experiencing homelessness.  Each state and local educational agency shall 
ensure that each child of a homeless individual and each homeless youth have 
equal access to the same free, appropriate public education, including a public 
preschool education, provided to other children and youth.  Further, homeless 
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children and youth shall have access to the education and other services needed 
to ensure that they have an opportunity to meet the same challenging state 
student academic achievement standards to which all students are held. 
 
The new act requires the Alabama State Department of Education to provide 
leadership and assistance to all school systems in the state as they meet the 
requirements above.  Further, there is a competitive grant program for systems 
with high need and high quality programs for homeless children and youth. 
 
Every school system must designate a local homeless liaison. This person will 
ensure homeless students and their families are identified, enrolled, and receive 
required educational and community social services, including preschool 
program services, and insure that parents are allowed to participate in the 
education of their children.  Every school must follow best interest provisions by 
keeping the child in the school of origin for the duration of homelessness except 
when contrary to the parents/guardians wishes, to provide transportation, to 
remove barriers to enrollment and to resolve disputes. Every school system must 
coordinate programs and services for homeless children and youth across all 
ESEA programs, especially Title 1.  Each system receiving Title 1 funds is to 
reserve some funds for serving homeless children and youth. 
 

State Equity Analysis, Federal Funds, and Maintenance of Effort 
  
 The equity of state school finance programs must be determined by analyzing in-
state revenues only and cannot take into account federal funds.  State equity analyses 
normally use state and local revenues rather than total expenditures because federal 
funds are mixed into total expenditures and cannot be readily and accurately removed.  
Federal statutes generally require that federal funds supplement state and local funds 
and cannot be sued to supplant them (Bennett v. New Jersey, 470 U.S. 632, 105 S. Ct. 
1555, 1985, and Bennett v. Kentucky Department of Education, 470, U.S. 656, 105 S. 
Ct. 1544, 1985). 
 
Title I, ESEA 
 
 Specifically, pertaining to Title I of the Elementary and Secondary Education Act 
of 1965, the federal statute requires that Title I funds be used “(i)… to supplement and, 
and to the extent practical, increase the level of funds that would, in the absence of 
such federal funds, be made available from non-Federal sources for the education of 
pupils participating in programs and projects assisted under this sub-chapter and in no 
case, as to supplant such funds from non-Federal sources (20 U.S.C. Subsection 241 
e(a)(3)(B) 1970 ed.).” 
 
 Federal regulations pursuant to Title I, ESEA further provide that “Federal funds 
made available … (1) will be used to supplement, and to the extent practical increase, 
the level of state and local funds that would, in the absence of such Federal funds, be 
made available for the education of pupils participating in that project; (2) will not be 
used to supplant state and local funds available for the education of such pupils (45 
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CFR Subsection 116.17(h) 1974 as cited in Bennett v. New Jersey, 470 U.S. 632, 105 
S. Ct. 1555, 1985, and Bennett v. Kentucky Department of Education, 470, U.S. 656, 
105 S. Ct. 1544, 1985).” 
 
Special Education and Rehabilitation Services 
   

Under Part 300 of P.L. 94-142 – Assistance to states for Education of 
Handicapped Children, the standard non-supplanting language is provided as follows: 

 
Local-level non-supplanting.  Each application must provide assurance 
satisfactory to the provided under Part B of the Act to supplement and, to the 
extent practicable, increase the level of state and local funds expended for the 
education of handicapped children, and in no case to supplant those state and 
local funds (34 CFR, Subsection 300.230). 
 
State-level non-supplanting.  Each program plan must provide assurance 
satisfactory to the Secretary that funds provided under this part will be used so 
as to supplement and increase the level of Federal (other than funds available 
under this part), State and local funds – including funds that are not under the 
direct control of State or local educational agencies – expended for special 
education and related services provided to handicapped children under this part 
and in no case to supplant those Federal (other than funds available under this 
part), State, and local funds unless a waiver is granted in accordance with sub-
section 300.589 (34 CFR, sub-section 3000.150). 

 
Impact Aid 
 
 Federal Impact Aid, P.L. 81-874, is intended to compensate local school systems 
for impact created by federal activities.  These funds are intended to supplement and 
not supplant state and local funds except under circumstances specifically defined by 
Federal Regulations (Shepheard v. Godwin, 280 F. Supp. 869 [Va 1968]; Douglas Ind. 
School District No. 3 v. Jorgensen, 293 F Supp. 849 {S.D. 1968]; Hergenreter v. 
Hayden 295 F. Supp. 251 {Ka. 1968]; Carlsbad Union School District of San Diego 
County v. Rafferty, 300 F. Supp. 434 (Ca. 1969), aff’d 429 F. 2d 337 [1970]). 
 
 Impact aid cannot be charged back as required local effort for state purposes 
unless three equalization tests are met by the state.  These follow:  (1) The Disparity 
Test, (2) The Wealth Neutrality Test and, (3) The Exceptional Circumstance Test.  
Alabama has not been approved as satisfying any of the three tests [34 CFR sub-
section 222.63, P.L. 81-874 Section 5(d)(2)].   

 
Highlights from the 2001 Reauthorization of ESEA,  

The No Child Left Behind Act.” 
 

The authorization period is for six years with the first year being Alabama’s fiscal 
year 2003 (school year 2002-2003) and the last year being fiscal year 2008 (school year 
2007-2008).   
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Title I 
 
 The largest program under the new act is Title I, Improving the Academic 

Achievement of the Disadvantaged. 
 Title I programs, whether schoolwide or targeted assistance, must be 

scientifically research-based, with educational programs and services that of “of 
high quality” and that have a strong evidentiary basis for improving the academic 
achievement of all students. 

 The poverty threshold for schools to consolidate federal funds into schoolwide 
programs is lowered from 50% to 40%. 

 By 2005-2006, all teachers in the state must be “highly qualified: and assigned to 
teach in grades/subjects/areas in which they are certified.  The state will 
establish annual measurable objectives for each LEA and school to meet this 
requirement.  The state will prepare a report, beginning in 2002-2003 school year 
describing the state’s progress in meeting the measurable objectives. 

 By 2005-2006, all teacher’s aides must have: (1) completed a minimum of two 
years of study at an institution of higher education; (2) obtained an associate’s or 
higher degree; or (3) met a rigorous standard of quality established at the local 
level, which includes an assessment of math, reading, and writing. 

 Title I requires evidence of progress in closing the achievement gap for minority , 
disadvantaged, and disabled students, as well as those who are limited-English 
proficient. 

 The Comprehensive School Reform Demonstration (CSRD) is a categorical grant 
program included at Title I, Part F.  The new law strengthens the requirement 
that programs be scientifically research-based and that all required components 
be prominent in the program’s implementation. 

 
Testing 
 
 Beginning immediately, assessment results must be disaggregated at the state, 

district, and school levels by gender, majority racial and ethnic groups, English 
proficiency, migrant status, economically disadvantaged status, and disability. 

 By 2005-2006, states must test annually all students in Grades 3-8 in reading 
and math.  Data will be used to measure individual student progress 
longitudinally. 

 Beginning in 2007-2008, states must begin testing all students in science once in 
each grade span of 3-5, 6-9, and 10-12.  Reporting requirements are the same 
as for reading and math. 

 Annual state assessments must be verified by a “secondary indicator” or student 
progress.  This indicator must be the National Assessment of Educational 
Progress (NAEP).  NAEP will be used as a verification assessment of reading 
and math tests every other year only at the fourth and eighth grade levels and 
only for a small, random sample of students in each state. 
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Reporting 
 
 Beginning with the 2002-2003 school year, states and districts must report 

disaggregated data in annual, public report cards.  Existing report cards may be 
modified to meet this requirement. 

 State report cards must contain the following information:  aggregate student 
achievement from statewide assessments; student achievement from statewide 
assessments disaggregated by each subgroup;  a two-year comparison of 
students at basic, proficient, and advanced levels of achievement on statewide 
assessments; graduation rates; the number and names of schools identified for 
improvement; a comparison of the actual academic achievement levels for all 
groups of students of students compared to the annual objectives for such 
groups; the professional qualifications of teachers, including the percentage of 
teachers working with emergency credentials and the percentage of classes not 
being taught by “highly qualified teachers” (broken down by high-poverty and 
low-poverty schools); and the percentages of students not tested by subgroups. 

 School district report cards will include the same information reported on the 
state report card as applied to the school district and its schools; and in the case 
of an individual school, whether it has been identified for school improvement 
and how its students performed on the state assessment compared to the school 
district and state as a whole. 

 
Adequate Yearly Progress and Accountability 
 
 NCLB places renewed emphasis on individual student annual progress and 

requires evidence of adequate yearly progress (AYP) in closing the achievement 
gap for minority and disadvantaged students. 

 The state’s definition of AYP must apply specifically to disadvantaged students, 
as well as to the overall student population. 

 The Act describes a precise series and schedule of interventions that are to take 
place in under-performing schools. 

 The base year for AYP actions is the 2001-2002 school year. 
 Schools that have not reached the state-defined level of AYP for two consecutive 

years will be identified by the district as in need of improvement before the 
beginning of the next school year.  These schools must immediately receive 
technical assistance to improve performance.  They must develop a two-year 
plan to turn around the schools, and they will be eligible to receive federal funds 
for school improvement. 

 Schools already identified for school improvement or corrective action will start in 
the same category with implementation of the new law.  Schools already in 
school improvement must offer pubic school choice effective with the opening of 
the 2002-2003 school year.  Schools in their second year of school improvement 
in 2001-2002 must offer supplemental services as prescribed in the new law no 
later than the beginning of the 2002-2003 school year. 

 In additional to reading or math tests in Grades 3-8, the state must incorporate 
one other indicator in the definition of adequate yearly progress.  States may 
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choose the indicator for elementary schools.  Secondary schools will use 
graduation rates. 

 The only indicators that can be used to determine sanctions under adequate 
yearly progress are the required reading and math assessment for Grades 3-8, 
effective with the 2005-2006 school year. 

 
The Act sets for the following steps for school improvement, corrective action, 
and restructuring based on how many years a school fails to show the required 
level of improvement: 
 
 Public school Choice:  If a school fails for two consecutive years, school 

districts are required to offer public school choice to all students in the failing 
school not later than the first day of the school year following identification.  
Districts must provide transportation using a portion of their Title I, Part A, funds 
for this expense.  Students can continue to attend a public school of their choice 
for the duration of the time they would have attended the low-performing school, 
or until the school is no longer identified for improvement. 

 Supplemental Services:  If a school does not make AYP for three consecutive 
years, the district must continue to offer public school choice and provide low-
achieving, disadvantaged students with supplemental educational services such 
as tutoring from a provider of their choice.  The school district must use a portion 
of its Title I, Part A, funds for this expense.  A student would continue to receive 
supplemental services as long as he/she is eligible and the school is identified for 
improvement. 

 Corrective Action:  If a school fails to make AYP for four consecutive years, the 
district must implement certain corrective actions, such as implementing a new 
curriculum or replacing staff.  Public school choice and supplemental services will 
continue during this time. 

 Restructuring:  If a school fails to make AYP for five consecutive years, it must 
develop a plan to restructure and then implement alternative governance actions.  
Alternative actions can be the following:  a state takeover; contracting for private, 
externally managed services for the school; or staff restructuring.  Public school 
choice and supplemental services will continue during this time. 

 Corrective actions and restructuring measures are no longer required once the 
school makes AYP for two consecutive years. 

 States must define adequate yearly progress so that all students will reach the 
state-defined proficient level of achievement on state reading and math academic 
assessments within 12 years. 

 States must eventually set the achievement threshold to reach 100 percent 
proficiency; however, they can choose where to set the initial bar based upon the 
lower-achieving demographic subgroup or the lowest-achieving schools in the 
state, whichever is higher. 

 Once the initial bar is established, the state is required to raise the bar gradually, 
in relatively equal increments, to reach 100 percent proficiency. 

 The threshold must be raised after two years.  Subsequent thresholds must be 
raised at least once every three years. 
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 Provisions are included in the Act to avoid over-identification of schools as being 

in need of improvement when students in subgroups in a school are able to show 
AYP but the school continues to be in need of improvement. 

 
Student Reading Skills Improvement Grants 
 
 The new Title I, Part B, is comprise of four subparts, all aimed at improving 

reading, and all funded through competitive grants. 
 Reading First, Subpart I, aims to help children overcome specific barriers to 

reading proficiency and provide professional development to ensure that 
teachers can identify children at risk for reading failure.  It is designed to ensure 
that all children are readers by the end of the third grade. 

 Early Reading First, Subpart 2, is a new competitive grant program targeted at 
children ages three through five.  It will enhance reading readiness for children in 
high poverty areas and where there are high numbers of students who are not 
reading at grade level.  The program is designed to support development of 
verbal skills, phonemic awareness, pre-reading development, and professional 
development. 

 Reading First and Early Reading First will take the place of the previous Reading 
Excellence Act program.  States will distribute funds to local districts on a 
competitive basis with priority to high-poverty, low-performing districts and 
schools. 

 Even Start Family Literacy is Subpart 3 of the new law. 
 Improving Literacy Through School Libraries, Subpart 4, is a new component to 

improve literacy skills and academic achievement of students by providing them 
with increased access to the following: up-to-date school library materials; a well-
equipped, technologically advanced school library media center; and well–trained 
professionally certified school library media specialists. 

 
Technology 
 
 Various education technology programs are consolidated into one state-based 

grant program as Title II, Part D, Enhancing Education Through Technology.  
Among the programs consolidated are the previous Technology Literacy 
Challenge Fund and Local Innovation Challenge Grants.  The new state grant 
program will allocated funds based on the Title I, Part A, formula.  States will 
distribute 50% of funds on the Title I formula, with the other 50% distributed 
according to a grant competition.  Resources are to be used for innovative 
technology initiatives, increasing access to technology, and professional 
development. 

 
Bilingual Education 
 
 The new Title III, Language Instruction for Limited English Proficient and 

Immigrant Students, consolidates the Bilingual Education Act with the 
Emergency Immigrant Education Program.  Funds will be distributed to states by 
formula (80% limited-English proficient/20% immigrant).  (The language of this 

    
  320        
     



Alabama Public School Finance Reference 
Revenues - Federal Programs 
 
 

section, particularly related to testing and the sources of data used in the 
formula, will result in clarification through the negotiated rule-making process.) 

 
Teacher Quality 
 
 The new Title II is significantly expanded and strengthened to include an 

emphasis on recruiting and retaining highly qualified and certified teachers and 
principals. 

 States will set district goals so that 100% of the state’s teachers are “highly 
qualified” and are assigned to grades/subjects/areas in which they are certified 
by the 2005-2006 school year. 

 Federal professional development programs, former Title II (Eisenhower) and 
Class-Size Reduction, are consolidated. 

 The new Title II, Preparing, Training, and Recruiting High Quality Teachers and 
Principals, has been expanded so that Part A now addresses teacher and 
principal quality and recruiting. 

 Title II, Part B, is the traditional emphasis on improving the performance of 
students in math and science. 

 
Safe and Drug-Free Schools 
 
 The traditional Safe and Drug-Free Schools program is retained as Part A of Title 

IV which is entitled 21st Century Schools.   
 
Promoting Informed Parental Choice and Innovative Programs 
 
 This new Title V is a plethora of programs and services designed to give parents 

more options in the education of their children. 
 Title V, Part A, Innovative Programs, was the previous Title VI and continues to 

be the most flexible program contained within the ESEA.  It is the only formula 
program that allows recipients to use funds to benefit any and all student 
populations, in any and all schools.  The list of allowable uses of funds has been 
expanded significantly under the new law. 

 
Other Provisions 
 
 The 21st Century Community Learning Centers Act, cast as Title IV, Part B, of the 

new law, is reauthorized as a separate act so that programs previously funded 
can continue their award cycle.  Under the new law, funds will be distributed to 
states by formula, and the state will award competitive grants to local entities. 

 The new Title VI describes the frequently touted Flexibility and Accountability of 
the new law.  The flexibility is inextricably linked to the academic accountability, 
quality indicators, and compliance monitoring features of the 1,200 pages of the 
No Child Left Behind Act. 
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12.  THE FOUNDATION PROGRAM IN ALABAMA 
 

Introduction 
 
 The development of a state school finance aid program happens over time and 
varies according to the many unique circumstances of a state’s political, social, and 
economic history.  Many types of state aid programs have thus come into existence 
over time.  There are many ways to accomplish the same end for children:  access to 
substantially equal educational programs based upon the need of the individual.  
Understanding the importance of the Foundation Program enacted by Alabama in 1935 
requires an understanding of the various types of state aid programs which have been 
defined and categorized.   
 

Types of State-Aid Programs 
 
 There are many ways to provide state aid for public schools.  Each state has 
developed its own particular process which is consistent with the state’s local tax structure, 
economy, and social and political history.  These range in a continuum from plans which 
are designed to promote inequity to those which are designed to promote equity.  Those 
states which rely heavily on local revenues raised from primarily ad valorem taxes tend to 
be the most inequitable while those relying more heavily on state revenues tend to be 
more equitable.  This continuum from inequity to equity is shown in Figure 12-1, Fiscal 
Equalization Continuum: State Aid Programs.  Alabama's schemes of financing 
schools through six constitutions have contained elements of all types.   
 
Nonequalization Grant 
 
 The most inequitable way to finance schools would be for the legislature to 
appropriate funds to specific schools or school systems without regard to the number of 
students, student need, or local funds available. Such a program would be a 
nonequalization grant.  An example today of this would be the case where through the 
influence of politics one specific school site or school system receives an appropriation 
from the legislature that is not also provided to other school sites or systems.  The so-
called Community Service Grants appropriated for FY 1998-99 by the Legislature would 
be an example of this type of grant.  
 
Matching Grant 
 
 The next type of program is the matching grant.  In this case the legislature makes 
available across-the-board a restricted grant to a local public school site or system if the 
local unit can provide the matching funds.  An example of this has been the tradition of 
paying fringe benefits for "locally funded employees" on-behalf by the state.  If a local unit 
had access to sufficient local revenues to hire an additional teacher, the state makes a 
financial contribution--that is they provide a matching grant.  A local unit without necessary 
resources cannot receive the matching grant because the required local spending to 
participate cannot be made.  The reason is the money simply isn’t there.  
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Flat Grant 
 
 The next type of program is the flat grant.  In this program the state provides a 
specific rate per unit (building or student).  Obviously, the fairest way would be the per 
student basis, perhaps measured in average daily membership.  However, neither local 
tax effort or ability, nor needs of students are included in the determination.  A common 
application of this program has been in the historic allocation of state bond issues 
(APSCA) in which first a flat amount is allocated to each local school system and a flat 
amount allocated on a per student basis.  The 1998 APSCA issue is an example of a per 
student (ADM) allocation, a flat grant award. 
 
Equalization Grant 
 
 The next type of program is the equalization grant which provides state aid based 
upon local fiscal capacity, local fiscal effort, and/or local needs of students.  It can 
incorporate both horizontal and vertical equity.  Examples of this type of state aid would be 
a foundation program or a guaranteed tax yield program, both of which were created in the 
1995 finance reform package.  The fact that an equalization grant exists, however, does 
not guarantee that it meets an acceptable standard of equity.  Determining just what is 
equitable requires the imposition of some external standard of measure.  The fact that a 
program is an equalization grant does not insure that the degree of equity obtained is that 
desired. 
 
Full State Funding 
 
 Of course the most equitable program would be full state funding.  Of the fifty 
states, Hawaii uniquely practices this type of aid program.  If there were no local revenues, 
a flat grant from the state would become extremely equitable.  And if the grants were 
variable based upon student needs only (special education, transportation, etc.), it would 
be the most equitable program possible.  While Alabama has traditionally relied little on 
locally collected taxes, a full-state funding system would deny some local systems almost 
as much local funding as they now receive from the state. 
 

Figure 12-1 
Fiscal Equalization Continuum:  State Aid Programs  

 
Foundation Program as a Flat Grant Program:  Alabama’s Experience 
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 In providing for state financial aid to the school systems of a state, the simplest 
concept is that of a flat grant, an equal apportionment per scholar, per student, or per  
child.  The Public School Fund--a three-mill statewide ad valorem tax with some other 
minor revenue sources--functioned as a flat grant under the provisions of Section 256.  
This fund was to be divided among the various school systems based upon a census or 
headcount of children between the ages of seven and twenty-one.  The exception to the 
flat grant status was that local revenues available from sixteenth-section lands were to be 
considered in the allocation and equalized.  As a defense to the plaintiffs in Ace v. Hunt, 
Governor Hunt asserted that Alabama's school funding formulas were indeed a flat grant.  
The assumption was that the 1935 Foundation Program with the chargeback frozen in 
1939 did operate as a flat grant program.  What was not realized by the Governor was that 
the allocation of fringe benefits operated as a matching grant program.  If what Governor 
Hunt believed were true, the state funding scheme in 1990 would operate as is found in 
Figure 12-2, Diagram of Flat Grant Program. 

 
Figure 12-2 

 
Diagram of a Flat Grant Program 
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foundation program can solve this problem. 
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 Alabama implemented the most modern program of state school finance in the 
United States in 1935 with the Alabama Minimum Foundation Program.  A Foundation 
program is a type of state equalization aid program that guarantees a certain level of 
foundation funding for each student or group of students together with a minimum tax 
effort that each local school system must provide for the educational purposes of the 
Foundation Program.  This is shown in Figure 12-3, Diagram of Foundation Program.  
 

Figure 12-3 
 Diagram of a Foundation Program 

 
 
The difference between the foundation program funding and the locally raised revenue is 
the state contribution or state appropriation to the local school system. A foundation 
program is a state guarantee of equal access to a minimum level of revenues on a per 
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revenues which are included in the calculation (Harvey, 1994, p. 4). 
 
 The state could fully fund this minimum level of revenue or it can impose upon local 
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local revenues.  The yield of 5.0 mills was from the 7.0 mills of ad valorem tax required to 
be levied to participate in the Foundation Program.  These 5.0 mills would be restricted 
local revenues to be spent for state purposes.  The residual 2.0 mills would be available to 
local boards of education as unrestricted local revenues for local purposes.   
 
 The amount of state aid that a local school system would receive is calculated 
generally as follows: 
 
 State x Number = (Foundation x Number) - (rate x Valuation) 
 
where: S =  the level of state aid per pupil; 
 N  = the number of pupils; 
 F  =  the foundation level of revenue per pupil; 
 r  =  the tax rate that each system must levy; and 
 V  =  the total value of property in the school system. 
 
 Because the state contribution equals the difference between the foundation 
program guarantee and the required local effort (or share), state aid is greater for less 
wealthy school systems where the uniform local tax produces less revenue.  Conversely in 
a relatively wealthy local school system, where the required local effort produces 
substantial local revenues at the same tax rate, the state share is much less on a per pupil 
basis.  This result is horizontal equalization or compensation for differences in local tax 
capacity to make student services equal (ACIR, 1990, pp. 20, 42). 
 
 Another consideration in funding is taxpayer equity: for the same tax rate across the 
state, students have access to nearly equal amounts of funding.  This prevents some 
wealthy local school systems from producing a large amount of local revenue from a 
relatively low tax effort and some relatively poor local school systems from having to make 
a substantially larger local tax effort and actually producing very little local revenues.  If 
taxpayers in a relatively poor school system are willing to make a large tax effort, then their 
effort should be equalized.  This would have been a minor issue in 1935 as five mills of the 
required seven mills was equalized.  However, it became a very large issue as both 
additional millages and types of taxes were authorized. 
 
The Alabama Minimum Foundation Program, 1935 
 
 The Alabama Minimum Foundation Program was approved by the Legislature in 
1935 to provide a minimally adequate education opportunity for all students in Alabama.  It 
was a based upon the concepts described above.  One variation, however, was the 
determination of costs (or guarantee of funding) on the basis of teacher units rather than 
the pupil unit.  Allocation by a teacher unit basis simply means that the cost per student is 
multiplied by the number of students a teacher unit is expected to serve.   This results in a 
teacher unit divisor.  If the divisor is one teacher unit for each 28 students, then each 
student's cost would be 1/28 of the cost of the teacher unit.  The advantage of the teacher 
unit basis is that it accurately allows the state to determine the amount of funding 
necessary to support one teacher in a classroom (based on cost factors) for the number of 
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students (class size) the state deems acceptable.  This is shown in Figure 12-4, 
Calculating the 1935 Minimum Foundation Program. 
 

Figure 12-4  
Calculating the 1935 Minimum Foundation Program 

Divisors, 1935 
 

  
 
 As shown in Figure 12- 4, the Alabama Minimum Foundation Program computed 
costs on the teacher unit basis with one teacher unit allowed for each 28 students in 
average daily attendance (ADA).  A teacher unit cost included much more than just the 
salary.  The State Board of Education was statutorily authorized to adjust this divisor up or 
down nominally for certain conditions such as sparsity of population.  This could occur 
when a local school was so remote as to have few students; however it needed a teacher 
even if there were fewer than 28 students in ADA.  This was, and is, an effective 
adjustment for problems associated with school size, whether caused by sparsity, 
geographic isolation, or density, or even the educational needs of students. 
  

(=) 
Minimum 

Program Cost 
From ASETF 

B. 
Attendance 

Reports 

C. 
Financial 

Statements 

A. 
Institute 

Lists 

Teacher Units Transported ADA 

Salary Allotments 
and Principals’ 

Supplement 

Other 
Current 

Expense 
Capital 
Outlay 

 
Transportation 

Variable Divisor 

Total Minimum 
Program Cost 

Subtract Required  
Local Effort 

Subtract Public 
School Fund 

Note:  Special Education Chargeback 
Not Statutorily Permitted. 

Chargeback Statewide 
 Equaled $4,676,485 

    

I. II. III. IV. 

(+) (+) (+) (+) 

(+) 
(-) (-) 

    
  327        
     



Alabama Public School Finance Reference 
Budgeting - Origin of Foundation Program 
 
 

Cost Factors, 1935 
 
 Each school system's earned cost after adjustment for class size basically could be 
calculated as an amount per student.  However, the teacher unit basis proved preferable 
as it consolidates funds for (1) salaries, (2) funds for support services entitled "other 
current expense," and (3) funds for capital outlay.  These costs were originally calculated 
at the countywide level as the 1935 Foundation Program did not differentiate for those city 
school systems within a county.  The county board of education was the fiscal agent for 
the educational program of the entire county and required to distribute both state funds 
and local county revenues in an equitable fashion.  Funds were also provided for (4) 
transportation.  Since all counties operated a transportation system and since the 
allocation was countywide, it made good sense to include transportation in the Foundation 
Program calculation.  However, when the practice began of allocating funds to city school 
systems directly from the state in 1969, many provisions for the allocation of funds on a 
countywide basis did not change. 
 
 Required Local Effort, 1935 
 
 The determination of the required local share or tax effort in the 1935 statute by 
assessed valuation alone made sense when the ad valorem tax was the most common, 
and sometimes only, revenue source available at the local level.  Since the required local 
taxation was 7.0 mills, and the required local effort or chargeback was 5.0 mills, each local 
school system's contribution was one-half of one percent of total assessed state valuation.  
This was the calculated index of wealth in 1935, the Assessed Valuation Index.  Simply, 
each counties' share of the total state taxable wealth of 5.0 mills or one-half of one percent 
of total assessed state valuation was considered as being available for the state purposes 
of the Foundation Program.  The additional 2.0 mills required to be levied (additional 
required local taxation) were available for local educational purposes to supplement the 
bare minimum educational program described by the state. 
 
 The formula for Alabama in 1935 would appear as follows: 
 
 State x Number/28 = (Foundation x Number/28 - (rate of 5 mills x Valuation) + 
Transportation 
 
where:  S =  state aid per teacher unit (sum of cost factors) 
 N  =  number of pupils in ADA divided by 28 
 F = foundation level of revenue guaranteed per teacher unit 
 r  =  mandatory local tax rate 
 V  = assessed value of property in the county; and 
 T  =  reimbursement for state approved transportation system. 
 
It is important to note that the assessment ratios actually used in 1935 were larger than 
today.  In addition abatements and exemptions were not a practice in 1935. 
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 1935 Foundation Program Amended, 1939 
 
 Only two major amendments were made to the Alabama Minimum Foundation 
program in its 61 year life.  The first was in 1939.  The effects of the Depression of 1929 
and gamesmanship by local county officials resulted in the total assessed valuation of the 
state actually falling.  Both financial difficulties and deliberate actions of county assessors 
were causes.  One outcome was that the total amount or local share charged back to the 
counties was declining and the state was forced to pick up more of the cost of the 
minimum program.  Another outcome was that some counties began to deliberately 
understate their assessed valuation and thus their required local effort would be less. 
 
 The state corrected for these two problems in 1939 by freezing the required local 
effort statewide at $4,676,485 million to prevent further erosion at the local level and by 
creating a new wealth index which measured the wealth of counties in terms of an 
additional six variable indices of the countywide economy.  Then the new Economic Index 
was averaged with the Assessed Valuation Index to create the Average Index.  That was 
an attempt to correct with the statistical procedures available at the time for the fraudulent 
decline in property values in certain counties. 
 
 1935 Foundation Program Amended by Smith Bill, 1987 
 
 The second major amendment did not occur until 1987.  Representative Jim Smith 
of Huntsville passed legislation that changed the divisor from a single calculation of 28 to 1 
for all grades to a variable divisor dependent upon the grade level.  In this change, the 
lower grades were fully funded for fewer students with a lower divisor, the middle grades 
with a larger divisor, and the upper grades again with the largest divisor.  The new divisors 
are shown in Table 12-1.  The intent was to acknowledge different educational needs of 
pupils by grade and to provide differing levels of funding, vertical equity. 
 
 This change in divisors of the 1935 Foundation Program was to be phased-in by 
Fiscal Year 2000. The number of new teacher units to be added by this phase-in was 
estimated at nearly 7,200 by the State Department of Education.  The categorical aid 
teacher unit programs for special education and vocational education would continue to be 
appropriated in addition to these new teacher units.  In addition, no calculation was 
included for a chargeback which would enroll some local teacher unit currently funded 
through local funds into the 1935 Foundation Program.  In fact, local boards of education 
were prohibited by law from reducing the number of locally funded teacher units (Code of 
Alabama, 1975, Section 16-13-52.1).  In addition, the maximum class size in grades K-4 
was set at 25 students per teacher.  No statement was made regarding class caps for 
grades five through twelve.  This management decision was left to local control. 
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Table 12-1 
Grade Divisors Provided for In Smith Bill 

Grades Divisor 
Grades K-4 17 to 1 
Grades 5-6 24 to 1 
Grades 7-8 24 to 1 
Grades 9-12 26 to 1 

 
1935 Foundation Program Updates Not Considered 

 
 Amendments that were not made during the life of the Foundation Program 
included the following:  (1) funding for fringe benefits (Social Security, teachers' retirement 
system, and health insurance), (2) other categorical programs funded in the annual 
appropriations bills and in separate statute (ex., personal and sick leave and instructional 
supply funds and textbooks); (3) unfreezing of the chargeback; (4) increasing required 
local taxation consistent with local taxation rates; (5) increasing required local effort; (6) 
modifying the wealth index to calculate individual school systems rather than counties as a 
whole; and (7) modifying the wealth index to reflect the actual tax base(s) utilized in the 
statewide public school system. 
 

Summary and Conclusions 
 

 The 1935 Alabama Minimum Foundation Program as amended was repealed in 
1995 and replaced with a new foundation program supported by the administration of 
Governor Fob James.  This new foundation program was presented to the Legislature, the 
State Board of Education, local boards of education, professional education organizations, 
and citizens as a plan correcting the faults of the then current funding scheme and 
satisfying any court requirement which may exist under the equity funding lawsuit.  In 
short, this new plan would solve any problems. 
 
 The 1995 Foundation Program retained most of the characteristics of the 1935 
Foundation Program, and required funding equity through the use of a chargeback.  In 
addition, equity in educational facilities were to be achieved through the redesignation of 
the Public School Fund as a guaranteed tax yield program for capital outlay.  However, a 
provision of this redesignation allowed one half of the Public School Fund to be distributed 
as a flat grant program.  The new plan assumed that the combination of the chargeback 
and the guaranteed tax yield program would in-and-of themselves define equity.  No 
measure of equity was defined or applied.  It was also assumed that upon phase-in of the 
new program, adequacy would be attained.  No measure of adequacy was defined or 
applied. 
 
 Understanding the funding characteristics of the new 1995 Foundation Program 
and Categorical Aid Programs is facilitated by an understanding of the first foundation 
program in Alabama.  Other funding mechanisms could have been considered; but the 
restricted spending provisions developed over many years in Alabama which protect 
personnel salaries and benefits at the state level dictated that the solution to education 
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funding problems must be some continuation of earlier policies. Significant favorable 
change was heralded by the 1995 Foundation Program.  In addition to the 1935 
Foundation Program, there were a large number of categorical aid programs to be 
considered. 
 

Categorical Aid Programs, 1919-1995 
 

 Beginning in 1919, the Legislature initiated the practice of appropriating line items 
outside the general state financial aid program.  These line items or categorical aid 
programs had the specific purpose of creating additional educational programs as an 
integral part of the statewide public school system.  These programs came about for many 
reasons.  As the federal government initiated new programs, they were implemented by 
the state as categorical aid.  As fringe benefits for personnel over and above salaries, they 
became categorical aid.  And as the Legislature identified new educational needs requiring 
state funding, they created line items or categorical aid programs for their funding.  These 
categorical aid programs are fully identified in an appendix that follows. Discussion of the 
development of the major categorical aid programs follows. 
 
Vocational Education, 1919 
 
 Under the provisions of the Smith-Hughes Act approved by Congress on February 
23, 1917, for the promotion of vocational education, matching grants on a dollar for dollar 
basis became available for Alabama.  The legislature accepted the conditions of these 
grants in 1919 and began a state categorical aid program for vocational education. 
 
 This categorical aid program was continued by the legislature as an annual 
(beginning in 1975) appropriation to the State Board of Education for allocation to local 
boards of education.  This program developed into a combination of teacher units and 
other funds for restricted vocational educational purposes.  This categorical aid program 
was included in the equity pool funded by the legislature for FY 1994-95.  The funding for 
this program was deleted as a categorical aid program in FY 1995-96 as it was absorbed 
into the 1995 Foundation Program.  Its funds are imputed to be contained within the 
allocation of teacher units by divisors for the affected grade levels.  No direct identification 
of these funds currently exists in the annual education appropriations bill.   However, funds 
which are appropriated as teacher units carry restrictions of spending in the amounts 
provided for salaries, fringe benefits, and classroom instructional support.  This restriction 
may limit a local board's opportunities to provide alternative or innovative program 
services. 
 
Teachers' Retirement System, 1939 
 
 The legislature in 1939 passed enabling legislation for the Teachers' Retirement 
System of Alabama.  This system was established on September 1, 1941, by a 
proclamation of the Governor.  The term “teacher” was defined to include any employee of 
any public school or public college.  The legislature made an annual appropriation directly 
to the Teachers' Retirement System to cover the estimated cost of the employers' funding 
of the program.  The fact that the appropriation was estimated meant that the state was 
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obligated to fund whatever the actual costs were for the covered employees.  This was a 
categorical aid program paid on behalf of local school systems and other covered 
agencies and institutions.  As all employees were funded, each agency or institution with 
eligible employees funded from federal resources reimbursed the ASETF (now ETF) for 
the employer cost of these federally funded employees which had been paid on behalf. 
 
 The legislature in 1995 amended the process by which the state funds the 
employer cost by abandoning the direct appropriation to the Teachers' Retirement System 
(TRS).  Instead, each eligible agency or institution received a supplement to their base 
state appropriation from the Education Trust Fund for the purpose of providing for an 
employer cost contribution from each of these agencies or institutions directly to the TRS.  
This change required that each local agency or institution provide for the employer cost of 
all its employees, including an amount in the rate structure for funding the Cost of Living 
Allowances (COLAs) provided by the legislature over and above the eligible retirees’ 
earned benefit. 
 
Federal Insurance Contributions Act (FICA); Social Security, 1954 
 
 In 1953, the legislation was approved which allowed the state to pay the employer's 
contribution for the Federal Insurance Contributions Act (FICA), better known as Social 
Security for education employees who were members of the Teachers' Retirement 
System.   In accordance with Public Law 761, and by a referendum of employees 
approved December 10, 1954, membership was approved. 
 
 The state thus made a direct appropriation to the State Social Security Agency on 
behalf of the eligible membership of the Teachers' Retirement System.  This meant that all 
employees were covered by the state appropriation, irrespective of the source of their 
salary funding.  Local agencies and institutions would them reimburse the state (the 
ASETF) for those employees funded through federal sources. 
 
 This funding procedure continued until 1988 when a change in federal law required 
the end of funding on behalf and the direct funding by agencies and institutions for Social 
Security (FICA).  To accommodate this funding change, a new line item appropriation 
began to local boards of education which would allow them to submit funding directly to 
the Federal Social Security Agency for all employees.  This procedure remained as a 
direct categorical aid funding program until the state education funding program was 
revised in 1995 and the categorical funding incorporated into the 1995 Foundation 
Program. 
 
Exceptional Children (Special Education), 1955, 1971  
 
 The legislature passed major legislation in 1971 known as the Alabama Exceptional 
Child Education Act which required that each school board provide not less than 12 
consecutive years of appropriate instruction and special services for exceptional children.  
The legislature began a categorical funding package for this purpose consisting of a line 
item for teacher units as funded through the Minimum Foundation Program and a line item 
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for unrestricted funds, Special Education Continuation Funds, which could be used for any 
purpose facilitating the education of exceptional children. 
 
 The new foundation program approved by the legislature in 1995 absorbed the 
teacher units previously appropriated by incorporating them into the grade level divisors.  
Thus, special education teacher unit funding ceased to exist as an identified entity as all 
local school systems were expected to have the same incidence of special education 
needs.  The unrestricted funds for special education purposes were included in the 
imputed divisor reduction to accommodate the education of exceptional children.  
However, funds which are appropriated as teacher units carry restrictions of spending in 
the amounts provided for salaries, fringe benefits, and classroom instructional support.  
This restriction may limit a local board's opportunities to provide alternative or innovative 
program services. 
 
Public Education Employees' Health Insurance, 1974, 1984 
 
 The legislature began in 1974 a direct categorical aid program to local boards of 
education to assist in the purchase of health insurance for education employees.  In 1983, 
the legislature created the Public Education Employees' Health Board to administer a state 
health insurance program for education employees.  Covered in the program initially were 
all education employees in any public institution of education providing instruction in any 
combination of grades K-14 and under the auspices of the State Board of Education or the 
Alabama Institute for the Deaf and Blind.  Also included were any persons receiving a 
monthly benefit from the Teachers' Retirement System. 
 
 For the Fiscal Year 1983-84, the legislature began making a direct appropriation to 
the governing board to pay the employer cost on behalf of health insurance for all eligible 
employees.  This began an indirect categorical aid program for public schools.  The 
amount per employee was stated in the annual education appropriation bill and was 
covered into the Public Education Employees Health Insurance Fund.  Local agencies and 
institutions submitted the employee cost for individual coverage and such additional costs 
for additional coverage(s) as may be appropriate to the Fund.  The employee's cost for 
retirees is deducted from the retirement benefit and deposited to the Fund.  The total cost 
for employees paid through federal funds (the employer cost and the employee premium) 
were paid directly on a monthly basis by the employer to the Fund. 
 
 Beginning with Fiscal Year 1995-96, the employer cost payment changed from an 
on behalf to a direct payment method.  Included in each agency or institutions annual state 
appropriation was an amount for the purpose of paying employer costs per each 
employee.  Premiums thus required to be paid by the employer directly together with any 
premiums deducted from employees' compensation are paid to the Fund of the first day of 
each month. Thus, all employees’ costs have come to be paid as those of federally funded 
employees were previously paid. 
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Education Employees Leave, 1974 
 
 The legislature began in 1974 to provide funding for both teacher and support 
personnel sick leave and personal leave.  This leave for support personnel was provided 
for by statute as a categorical aid program; teachers were provided for by a categorical aid 
program in the annual education appropriations bill without separate statutory 
authorization. These funding programs were discontinued as categorical aid in the annual 
education appropriations bill in 1995 and included in the new foundation program. 
 
Additional Teacher Units, 1974 
 
 In order to address certain educational needs identified as priority by the legislature, 
additional teacher units outside the Minimum Program were appropriated.  In addition to 
Vocational and Special Education Teacher Units, the legislature funded Driver Education 
Teacher Units, Kindergarten Teacher Units, Reduce Ratio in Grades K-6 Teacher Units, 
and Support Teacher Units to achieve the intended purpose.  These were targeted 
categorical aid funds.  These various types of teacher units were absorbed into the new 
foundation program in 1995 by being included in the reduced divisors by grade level.  The 
divisors would be lowered over three fiscal years to incorporate the financial impact of 
increasing the chargeback.  However, these divisors in the first year of the 1995 
Foundation Program did accommodate these additional teacher units. 
 
Instructional Support Aid, 1976 
 
 Over time, the legislature began the practice of appropriating funds for special 
categorical purposes to assist instruction.  Examples of this included Funds to Replace 
Fees, Teachers' Free Time, Funds for Instructional Supplies, and Math and Science 
Equipment.  All of these categorical aid programs were absorbed into the new foundation 
program in a new cost factor entitled "instructional support." 
 
The Smith Bill, 1987 
 
 The legislature enacted a provision to reduce class size in 1987 to change the 
divisors in the 1935 Foundation Program.  As a result of the phase-in of these new divisors 
by grade over time, the result was that some teacher units were appropriated as a new 
line item for the purpose of reducing class size.  The intent was that all of these units 
would eventually be appropriated under the 1935 Foundation Program.  These divisors 
disappeared with the repeal of the 1935 Foundation Program.  However, the 1995 
Foundation Program as phased-in with reduced divisors over three years did not generate 
the number of teacher units as would have been earned with the full phase-in of the Smith 
Bill. 
 

Appendices to Follow 
 

THE FOUNDATION PROGRAM IN ALABAMA 
 

Appendix 12-1    State Apportionment Procedures for Public Schools for FY 1993-94 
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Appendix 12-1 
State Apportionment Procedures for Public Schools for FY 1993-94 

 
Financial Program and Line Items of Appropriation Basis of Apportionment

  I. Financial Assistance Program
Allocation Based Upon Number of Students
 1. Public School Fund Based upon 1978 School Census
 2. Minimum Foundation Program Based upon Average Daily Attendance

 II. Financial Assistance Program to Local Boards
A. Allocation Based Upon Number of Students

 1. Additional Allocation for Special Education Based upon Enrollment in Grades 1-12
 2. Additional Elementary Teacher Units, Grades 3-6 Based upon Enrollment in Grades 2-6
 3. Career Ladder Salary Increases for Tenured Teachers Based upon State Teacher Units
 4. Driver Education Teacher Units Based upon Enrollment in Grade 10
 5. Elementary Guidance Counselor Teacher Units Based upon Average Daily Attendance in Grades 1-6
 6. Kindergarten Teacher Units Based upon Average Daily Attendance in K
 7. Library Enhancement (K-12) Based upon Enrollment in Grades K-12
 8. Maintenance Based upon State Teacher Units
 9. Special Education Teacher Units Based upon Enrollment in Grades 1-12 + Childcount
10. Supportive Teacher Units Based upon Defined State Teacher Units
11. Teacher Aides Based upon Average Daily Attendance in Grades K-12
12. School Bus Capital Outlay Based upon units in service built before 1978
13. Vocational Teacher Units Based upon Formula Devised by SBE

B.  Allocation Based Upon Number of Employees
 1. Classroom Instructional Supplies, Grades K-12 Based upon State and Local Teachers
 2. Kindergarten Instructional Supplies Based upon State and Local Teachers
 3. Social Security - FICA Based upon State and Local Teachers and Employees
 4. Support Personnel Personal Leave Based upon all Support Employees
 5. Support Personnel Sick Leave Based upon all Support Employees
 6. Support Salary Increases Based upon all Support Employees
 7. Teachers' Personal Leave Based upon State and Local Teachers
 8. Teachers' Sick Leave Reimbursement Based upon State and Local Teachers

III.  Payments on Behalf
A.  Allocation Based Upon Number of Employees

 1. Public Education Employees Health Insurance Board Paid on Behalf of all State and Local Employees
 2. Teachers Retirement System of Alabama Paid on Behalf of all State and Local Employees
 3. Unemployment Compensation Paid on Behalf of all State and Local Employees

 IV. Programs of State Department of Education
 1. Textbooks Based Upon Student Enrollment
 2. Adult Basic Education Based Upon Program
 3. Community Education Based Upon Program

  V. Alabama Pubic School and College Authority
 1. Proceeds of Bond Issues Based upon Authorizing Legislation
 2. Discretionary Funds and Accumulated Interest Discretion of APSCA  (Gov., Fin. Dir., & State Supt.)  
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13.  THE 1995 FOUNDATION PROGRAM 
 

Introduction 
 
 The development of a new foundation program was undertaken by the 
administration of Governor Fob James.  However, the administration made it clear that the 
program was not proposed based upon any court orders and continued their assertion that 
the court had no jurisdiction in this matter.  Rather, they based the necessity of the new 
funding program upon the need to reform K-12 education in Alabama and continued legal 
action to have both the liability and the remedy order overturned by the Alabama Supreme 
Court. 
 
 Utilizing prior research on a new foundation program begun in the previous 
quadrennium which was based on a philosophy of maintaining the familiar and still 
desirable elements of the 1935 Foundation Program, a revision of this 1935 Foundation 
Program was presented to the Legislature in the Regular Session of 1995. Incorporating 
the many changes in legislative funding and educational needs since 1935 and including 
recognition of several problems identified in Ace and Harper v. Hunt, this new Foundation 
Program was approved by the legislature (Act 95-314, 1995 Regular Session). 
 
 The 1995 Foundation Program is school-based in terms of calculating the costs 
ascribable to each local school system rather than county-wide system-based 1935 
Foundation Program.  The teacher unit as an appropriation unit of cost was retained.  
Funding for other expenditures such as textbooks is allocated on a per student basis.  A 
flowchart of the calculations of the 1995 Foundation Program is outlined in Figure 13-1 
which follows.  The first order of business in a foundation program is counting pupils.  The 
counting of pupils is the first step in determining the educational need or educational costs 
of a local school system.  Then, the pupil counting is translated into teacher units by the 
use of divisors, or so many students earns a teacher unit and the associated costs.  An 
explanation of pupil counting and divisors follows. 
 

Pupil Counting and Divisors 
 
Pupil Counting and Divisors of 1935 Foundation Program 
 
 In the first major school finance program in Alabama, the Legislature made the 
decision to count students in terms of Average Daily Attendance (ADA) in the Equalization 
Program of 1927.  ADA is defined as the aggregate attendance of pupils during a reporting 
period divided by the number of days school is in session during the period.  This 
represented a major departure by the state from the pupil counting process which had 
been in place since the early 1800’s.  The antecedents of the Public School Fund began in 
1823 with the first reference to the apportioning of school funds in Alabama.  This 
legislation required that the Commissioners of each township apportion school funds in 
proportion to the numbers of students entered to school for the preceding school year 
(Acts of Alabama 1823, January 1, 1823) 
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 The Legislature in 1840 determined that state education funds from the profit of the 
state bank begun in 1839 would be allocated on the basis of the number of students 
actually sent to each school of each township (Acts of Alabama, 1840, Feb. 3, 1940).  The 
Public Education Act of 1854 which first created a state “public school fund,” initiated the 
concept of state equalization.  This Act required that the State Superintendent of 
Education use the latest Federal and State Census to determine the number of children 
between the ages of five and eighteen years by the respective townships of the state.  
State funds were to be equally divided to each eligible census child.  This process was 
carried forward through the Constitution of 1901. 
 
 State funding for public education through the Public School Fund.  The Fund was 
allocated on a per capita basis by a census of school age children ages 7 through 21.  It 
did not matter whether these census school age children were enrolled in public schools or 
private schools; the program was funded on an entitlement basis.  In 1927, the state 
began the public policy of funding public education by county on a “need” basis.  Need 
was determined by the number of pupils that were actually present at any given time in the 
public schools, not by a census by age of the county.  This need- based process was 
achieved by funding students in ADA. 
 
 From 1927 through the 1935 Foundation Program and until the 1995 Foundation 
Program, funds would be distributed by ADA and by Census for the Public School Fund.  
However, in the development of funding for special education and for vocational 
education, additional measures of student educational need would be put in place.  In 
other words, the presence of a student in school would not be the sole criterion for 
determining the funding necessary for providing educational services.  A pupil would also 
be counted in terms of educational need through a weighting process.  The state thus 
recognized differing educational needs of students as individuals.  This process would 
disappear in the 1995 Foundation Program. 
 
 
 
 
 
 
 
 
 

(this section left intentionally blank) 
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Figure 13-1 
Flowchart of Calculations of 1995 Foundation Program 
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Counting Students and Earning Teacher Units 
 
 The 1927 Equalization Program which was a direct precursor of the 1935 
Foundation Program, allocated teacher units on the following basis: 
 

1. One elementary teacher unit for each one-teacher school 
2. One elementary teacher for each 30 students in ADA in grades 1-6 in each 

multi-teacher school; 
3. One high school teacher unit for each 30 pupils in ADA in grades 7-12, 

exclusive of single-teacher schools; and 
4, One helping teacher (supervisor) for each 75 teacher units in a county, 

but no less than one (Harvey, 1986, p. 332). 
 

 The State Board of Education was authorized to change these ratios after July 1, 
1929, as it deemed necessary.  This program was based upon funding a seven month 
school term for elementary schools and a nine month school term for secondary schools.  
The costs associated with the several types of teacher units approved by the State Board 
of Education in 1927 follow in Table 13-1: 
 

Table 13-1 
Teacher Units Costs, 1927 

Type of Teacher Unit White Negro 
Elementary Teacher $750 $375 
High School Teacher 1,400 700 
Elementary Principal 1,800 900 
Helping Teacher 2,400 1,200 
High School Principal 3,000 1,500 
Vocational Agriculture 3,000 1,500 

 
 There are two obvious advantages of counting pupils by ADA over the school 
census method.  The first is that the agricultural nature of the respective counties was 
considered.  Students were a necessary part of the labor force of the various agricultural 
communities and their contribution was vital to the planting of crops in the spring and their 
harvest in the fall.  Therefore, a school system was funded only on the number of students 
who were in attendance and needed to be served.  The second advantage is that there 
was a financial advantage to the local school system to keep as many students in 
attendance as possible for as many days as possible.  Since greater attendance was 
rewarded with greater state funding, the local board of education found it beneficial to 
encourage school attendance.   
 
 The 1935 Foundation Program continued this method of counting students and 
continued the methodology employed by the State Board of Education in 1927 and 
thereafter amended.  This administrative action would be rescinded by the Legislature in 
1969.  The last year for which the Board was permitted to determine the allocation of 
teacher units was for FY 1969-70.  This State Board Regulation follows in Table 13-2 
(Harvey, 1986, p. 341): 
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Table 13-2 
State Board of Education Regulations Pertaining to  
Divisors for Apportioning Teacher Units for 1969-70 

Size of School by ADA ADA per Teacher Unit 
Elementary Schools:  
  1.  Unapproved Schools Divisor of 29 
  2.  Survey-Approved 1-Teacher School One Teacher Unit 
  3.  Survey-Approved 84 and less Divisor of 22 
  4.  Survey-Approved 85 to 119 Divisor of 24 
  5.  Survey-Approved 120 to 154 Divisor of 27 
  6.  Survey-Approved 155 and over Divisor of 29 
High Schools:  
  1.  Unapproved Schools Divisor of 28 
  2.  Survey-Approved 109 and less Divisor of 22 
  3.  Survey-Approved 110 to 144 Divisor of 24 
  4.  Survey-Approved 145 to 184 Divisor of 26 
  5.  Survey-Approved 185 and over Divisor of 28 

 
 The legislature in 1969 passed an amendment to the 1935 Minimum Foundation 
Program to define the method of calculating teachers units and to prescribe their 
distribution.  This amendment provided for the allocation of teacher units based upon a 
divisor of 28 pupils in ADA per teacher unit.  The determination of ADA was based upon 
the first four scholastic months of the preceding school year..  No longer could the State 
Board of Education take into account the size of individual schools when allocating teacher 
units to local boards of education.  A surprising return to this philosophy would be evident 
in the 1995 Foundation Program.  A further matter of interest is that teacher units 
appropriated as categorical aid programs for Special Education and Vocational Education 
were in addition to the teacher units appropriated under the 1935 Foundation Program. 
 
Pupil Counting and Divisors by the Smith Bill, 1987 
 
 The so-called “Smith Bill” was approved by the Legislature in 1987, named for its 
sponsor, Representative Jim Smith of Huntsville.  The Legislature had for several years 
been appropriating new categories of teacher units as categorical aid programs in order to 
reduce class size.  Examples of this process are kindergarten teacher units and reduce 
ratio teachers units.  The Appendix to Section 12 illustrates the many categorical aid 
programs that had developed over time.  In order to consolidate these units and to 
formalize the kindergarten program, the Smith Bill amended the single divisor in the 1935 
Minimum Program to variable divisors by grade.  These new variable divisors can be 
found in Table 13-3. 
 
 The “Smith Bill” called for the phase-in of these new divisors over a period of 12 
years with the growth in revenues to the ASETF (ETF) providing the funding.  This created 
an new entitlement program for K-12 funding which would have of necessity increased the 
annual share of the ASETF allocated to K-12 (a reduction in the share allocated to higher 
education).  Since kindergarten teacher units were already being appropriated as a 
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categorical aid program prior to the enactment of the “Smith Bill”  at a ratio of one teacher 
for each 17 students in ADA, the first year of implementation (FY 1988-89) required no 
additional teacher units.   
 
 The importance that these divisors and the teacher units thus calculated were only 
for the regular academic program and that additional teacher units were appropriated for 
special education and for vocational education cannot be overemphasized.  Had the 
1935 Foundation Program not been replaced with the new 1995 Foundation Program, the 
fully phased-in 1935 Foundation Program would have appropriated many more teacher 
units than under the fully phased-in 1995 Program.  In addition, teacher units earned due 
to increased student count would have been funded as well.  The legislation also placed a 
cap on class size in grades K-4 of 25 to 1, granting a leeway of eight students per teacher 
or nearly 50% in class size above the appropriated divisor. 
 

Table 13-3 
New Teacher Units Required to Implement The Smith Bill 
By Statutory Phase In Schedule from FY 1989 to FY 2000 

Fiscal  Fraction  1987-88 Teacher Teacher New 
Year  Of  4th Month Units Units Units 

Ending Grade Grade Divisor ADA Required 1987-88 Required 

1989 K 100% 17 51,462.44 3,027.20 3,027.20 0.00 
1990 1 50% 17 29,918.87 1,759.93 1,068.53 691.40 
1991 1 50% 17 29,918.87 1,759.93 1,068.53 691.40 
1992 2 50% 17 28,792.26 1,693.66 1,028.29 665.37 
1993 2 50% 17 28,792.26 1,693.66 1,028.29 665.37 
1994 3 50% 17 29,028.41 1,707.55 1,036.73 670.82 
1995 3 50% 17 29,028.41 1,707.55 1,036.73 670.82 
1996 4 50% 17 27,391.39 1,611.26 978.26 633.00 
1997 4 50% 17 27,391.39 1,611.26 978.26 633.00 
1998 5,6 100% 24 107,893.10 4,495.55 3,853.33 642.22 
1999 7,8 100% 24 110,335.36 4,597.31 3,940.55 656.76 
2000 9,10,11

,12 
100% 26 199,921.96 7,689.31 7,140.07 549.24 

   Total 699,874.72 33,354.18 26,184.7
7 

7,169.41 

Note:  These calculations are exclusive of teacher units for vocational education, special 
education, additional enrollment teacher units and current units. 
 
 A further stipulation was that no local board of education could employ fewer than 
the number of local teachers as of August 12, 1987, and receive the support costs (other 
current expense, capital outlay, etc.) earned for these teacher units.  A minimum base was 
established for the number of local teacher units each local board of education must 
employ.  The purpose of this provision was to prevent local boards from replacing local 
units with new state units and freeing up the local funds for other purposes.  A suspension 
of the phase-in of this new set of divisors was provided for any year in which the growth of 
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the ASETF (ETF) was less than $37,500,000.  The phase-in schedule would then resume 
the next fiscal year.  The phase-in period ended in FY 1994-95 with the repeal of the 1935 
Foundation Program as amended.  
 
Pupil Counting and Divisors of the 1995 Foundation Program 
 
 The input variables which have been approved by the Legislature for FY 1995-96 to 
FY 2005-06 during the phase-in of the chargeback for calculation of the 1995 Foundation 
Program are found in an appendix to this section.  The method for counting students is 
Average Daily Membership (ADM), or the average number of students actually enrolled on 
a daily basis.  This differs from the counting method of Average Daily Attendance (ADA) 
used in the 1935 Foundation Program.  While allocating state funding on the average 
attendance of students may have served a valid purpose in a predominately agricultural 
state, it makes little sense today.   
 
Counting ADM, FY 1995 to FY 2005.  Irrespective of whether a student is in attendance 
on a given day, the local school system still must provide a full-time instructional 
environment for that student--classroom, desk, books, technology, etc.  Average Daily 
Membership is a better representation of the financial needs involved in providing an 
educational program.  In addition, rather than the pupil counting period of the first four 
scholastic months previously utilized, the 1995 Foundation Program counts students over 
the first forty scholastic days.  This allows for a more expeditious calculation of cost for the 
next fiscal year and assists the Governor and the Legislature in drafting and approving a 
spending plan (the annual education appropriations bills).   
 
Counting ADM, FY 2006.  The Legislature in the First Special Session of 2005, approved 
a measure sponsored by Senator Jimmy Holley to amend § 16-13-22 pertaining to the 
calculation of the foundation program so as further define the counting period for ADM to 
be the first 20 scholastic days following Labor Day of the preceding school year in the 
public schools.  This measure was presented as necessary to offset the traditional practice 
of some parents to withhold their children from school attendance until after Labor Day, 
therefore creating an artificially reduced childcount for certain school systems.  This 
change will increase the childcount in ADM, and correspondingly the number of earned 
teacher units.   This change was also included in the calculation of current teacher units.  
This statutory provision was to become law immediately upon its approval by the Governor 
(First Special Session, 2005, Act 2005-309).  This change was anticipated to increase the 
cost of the Foundation Program by at least $16.1 million its first year of operation. 
 

Calculation of Teacher Units 
 
 There are three statutory types of teacher units recognized in the 1995 Foundation 
Program revision, as opposed to at least 11 categories previously appropriated.  In 
addition, teachers units outside the 1995 Foundation Program were appropriated in the 
1999-2000 Education Appropriations Act. 
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Regular Teacher Units 
 
 When reviewing the derivation of the divisors enacted into law in the 1995 
Foundation Program, it is important to understand the many forces acting on the decision-
making process.  First, there was a limitation on total funds in FY 1995-96.  Secondly, 
there were the many types of historical teacher units previously appropriated, as well as 
the continuing phase-in of the Smith Bill.  And there was the recognition of the Standards 
of the Commission on Secondary and Middle Schools of the Southern Association of 
Colleges and Schools (SACS).  Maximum class size recommendations had been 
published by this accreditation agency for many years and were considered for 
accreditation by the State.  The 1995 Foundation Program would also have to take these 
into account.  In order to meet SACS standards, the following personnel requirements for 
instructional purposes in Table 13-4 were utilized in constructing the 1995 Foundation 
Program. 
 

Table 13-4 
Maximum Classroom Sizes Designated by SACS 

 Enrollment Teacher(s) Aides(s) 
Type of Classroom In ADM Earned Earned 

I.  Self Contained:    
  A.  3 year olds 1 to 15 1 1 
 16 to 22 1 2 
  B.  4 year olds 1 to 11 1 0 
 12 to 22 1 1 
 23 to 30 1 2 
  C.  Kindergarten 1 to 25 1 0 
 26 to 30 1 1 
  D.  Primary Level 1 to 28 1 0 
      (Grades 1-3) 29 to 33 1 1 
  E.  Intermediate Level 1 to 32 1 0 
      (Grades 4-8)    
II,  Non-Self Contained:    
  A.  Grades 1-3 1 to 30 1 0 
  B.  Grades 4-8 1 to 32 1 0 
  C.  Grades 9-12 1 to 32 1 0 

 
In accordance with these standards, a school’s overall student/professional staff 

ratio cannot be greater than 21:1.  All part-time or special teachers are computed as a 
fractional part of full-time equivalency.  The maximum student periods per week per 
classroom teacher is 750, which equates to a six period day with one planning period 
set aside for each teacher.  This results in an average of 30 students for each of five 
periods.  The exception is that classroom teachers of ROTC, typing, physical education, 
and musical performing groups may teach 1,000 students per week.  For grades 4-8, 
the class load of teachers in non-self contained classes cannot average more than 32 
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students per teacher; for grades 1-3 class size cannot average more than 30 students 
per teacher.  Currents SACS standards are found as Appendix 13-4 to this chapter. 
 

Divisors of the 1995 Foundation Program 
 
 A teacher unit is earned for each grade level of a building site or school building 
based upon the students in ADM and the divisor approved by the annual session of the 
Legislature for that grade.  Provided however, no divisor shall be greater per grade than 
the divisor stipulated in Act 95-314.  For FY 1995-96, the divisors were appropriated as 
follows based upon ADM in Table 13-5.  See the Appendix to this section for divisors for 
successive fiscal years. 
 

Table 13-5 
Divisors of 1995 Foundation Program 

Grade Divisor 
K-3 16 to 1 
4-6 24 to 1 
7-8 23 to 1 
9-12 20 to 1 

 
 However, the creation of these divisors bears some consideration. The 1935 
Minimum Foundation Program was amended by the Smith Act to create a set of divisors to 
be phased in.  In addition, there were other categories of teacher units such as teacher 
units to reduce class size, funding for special education and vocational education to be 
appropriated over and above the divisors of the 1935 Foundation.  Special Education and 
Vocational Education were categorical aid programs whose existence was based upon 
student needs and the funding allocated to each local school system would be based upon 
students needs (vertical equity).  Under the provisions of the Smith Bill, upon complete 
phase-in the divisors illustrated in Table 13-5 above would be exclusive of Special 
Education and Vocational Education teacher units. 
 
 The divisors of the 1995 Foundation Program would include funding for both 
Special Education and for Vocational Education in the divisors.  These programs no longer 
exist as categorical aid programs.  An imputed reduction was included in the divisors to 
account for the enrolling of these programs into the divisors.  This has created a problem 
in understanding just how many teachers were available to implement the regular 
instructional program.   
 
Class Caps Initiated.  The State Board of Education initially approved in the 
Administrative Code for the Annual Apportionment of the Foundation Program Funds the 
following limit on class size: 
 

 (i)  For FY 96-97 and each year thereafter, the teacher/pupil ratios 
should not exceed the allocations in the foundation program by more than 
four students except where there are compelling circumstances which are 
made known to and approved by the State Superintendent.  The ratios shall 
not exceed those allowed by the Southern Association of Colleges and 
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Schools (SACS) Standards unless approved by the State Superintendent 
due to unusual and extenuating circumstances (Administrative Procedures 
Code, 290-020-010-01, p. 13). 

 
 In 1997, the State Board of Education repealed this provision and replaced it with a 
new proposal on class caps.  This was accomplished by resolution and has not appeared 
in the Administrative Code.  This new resolution was very controversial, with many arguing 
that it was impossible to implement using only 1995 Foundation Teacher Units.  Questions 
were raised regarding the imputed funded for special education, vocational education, and 
teachers’ free time.  A detailed analysis of how divisors are constructed is necessary to 
understand the issues.  An explanation of these calculations follows. 
 
Special Education Adjustment of Divisor.  In the equity funding lawsuit, concern had 
been expressed about the over identification of special education students.  Concern 
existed that by using a weighting system to fund the educational needs of identified special 
education students, a local school site or school system would be financially rewarded.  In 
addition, some uncertainty existed in some parties regarding the perceived inequity of 
allocating more funding to certain school systems per student than others because of 
weights and childcounts.  Such inaccurate conceptions lead to the capping of special 
education funding. 
 
 For Special Education, the adjustment is statutorily defined as five percent 
average daily membership (ADM) weighted 2.5 in all grades.  This means that the divisor 
must be adjusted by 5 times 2.5 or 12.5%.  Therefore, the stated divisor to adjust for 
special education to get the residual divisor for the regular education program must be 
multiplied by 1.125 or 112.5%.  In Table 13-6 below, several examples are demonstrated 
for the effect of the inclusion of special education funding in the stated divisors for a K-3 
classroom.  In Column A, the divisors for FY 2002-2003 are one earned classroom 
teacher for each 13.8 ADM for the first forty scholastic days of the school year.  In 
Column B, whether the ADM is 13.8 or 138, or 552, it is divided by 13.8 to calculate the 
earned teacher units shown in Column C.   
 

Table 13-6 
Calculation of Regular Classroom Divisors Adjusted Only for Special Education 

A B C D E F G H I 
K-3 

Fixed 
Divisor 

by 
Grade 

  
Assume 
First 40 

Days 
ADM 

  
Total 

Earned 
Teacher 

Units 

  
Factor 

Percent 
Special 

Education 

  
Calculated 

Special 
Education 

ADM 

Sum 
Special 

Education 
& Regular 

ADM 

Percentage 
Teacher Units 
Set Aside for 

Special 
Education 

Percentage 
Teacher Unit 
Remaining 
for Regular 
Education 

Regular 
Students 

per  
Regular 
Teacher 

 13.80        
13.80  

1.00  12.50% 1.73 15.53 11.11% 88.89%    15.53  

 13.80      
138.00  

10.00  12.50% 17.25 155.25 11.11% 88.89%    15.53  

 13.80      
552.00  

40.00  12.50% 69.00 621.00 11.11% 88.89%    15.53  
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Section 16-13-232 (b) states that the divisors will be weighted for all grades for special 
education for a full-time equivalent of five percent weighted at 2.5 times the regular 
student weight.  This means that the factor for special education in Column D is 
12.50%.  Multiplying this amount of 12.50% times the ADM in Column B yields the 
calculated ADM for special education to be served in Column E.  No stipulation is made 
on local boards as to how this service shall be delivered.  These weights by statute are 
required to be recommended annually to the Governor by the State Board of Education. 
 
 Then, to find the total ADM which is to be served by the teacher units earned in 
Column C, add together the regular ADM found in Column B and the special education 
ADM found in Column E.  Column F is the total ADM to be served.  Column G is the 
percent of the ADM to be served that is imputed to be for special education purposes, 
and Column H is the percent of the ADM to be served that is imputed to be for regular 
education.  As is readily seen, the percentages are identical whether the calculation is 
for ADM of 13.8, 138, or 552.  Since the percentage of the divisor which is imputed to 
be available for regular classroom purposes in all cases in 88.89%, then each teacher 
must serve on 15.53 regular education students as found in Column I.  This is the 
effective classroom ratio since 11.11% of the teacher unit is considered to be available 
for special education purposes.  Please note that actual class size as calculated from 
state units only would be greater on average as ADM is not ideally distributed by school 
site.  This is often referred to as an outcome of diseconomy of scale. 
 
Vocational Education Adjustment of Divisor.  For Vocational Education, the statutory 
adjustment reflects 7.4% ADM weighted 1.4 in grades seven and eight and 16.5% ADM 
weighted 2.0 in grades nine through twelve.  Therefore the stated divisor must be 
multiplied by an additional 7.4 times 1.4 (10.36) or 1.036 or 103.6 % in grades seven and 
eight and by an additional 16.5 times 2 (33.00) or 1.33 or 133% in grades 7-12 to get the 
equivalent divisor for the regular education program.  The impact of these adjustments 
follows in Table 13-7. The same type of calculations that were made in Table 13-6 were 
made for this Table as well. 
 

A similar calculation is made for vocational/technical education in Table 13-7.  
Several examples are demonstrated for the effect of the inclusion of vocational/technical 
education funding in the stated divisors for a grade 9-12 classroom. In Column A, the 
divisors for FY 2002-2003 ARE one earned classroom teacher for each 18 ADM for the 
first forty scholastic days of the school year.  In Column B, whether the ADM is 18 or 
180, or 360, it is divided by 18 to calculate the earned teacher units shown in Column 
C.  Section 16-13-232 (b) states that the divisors will be weighted for all grades for 
vocational/technical education for a full-time equivalent of 7.4 percent for grades 7-8 
weighted at 1.4 times the regular student weight and a full-time equivalent of 16.5 
percent for grades 7-8 weighted at 2.0 times the regular student weight.  These weights 
are statutorily required to be recommended annually to the Governor by the State Board 
of Education.  No stipulation is made on local boards as to how this educational service 
shall be delivered except that salary and fringe benefit allocations must be spent for 
certificated personnel. 
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Table 13-7 
Calculation of Regular Classroom Divisors 

Adjusted Only for Vocational/Technical Education 
A B C D E F G H I 

9-12 
Fixed 

Divisor 
by 

Grade 

  
Assume 
First 40 

Days 
ADM 

  
Total 

Earned 
Teacher 

Units 

  
Factor 

Percent 
Vocational 
Education 

  
Calculated 
Vocational 
Education 

ADM 

Sum 
Vocational 
Education 
& Regular 

ADM 

Percentage 
Teacher Units 
Set Aside for 

Vocational 
Education 

Percentage 
Teacher 

Units 
Remaining 
for Regular 
Education 

Regular 
Students 

per  
Regular 
Teacher 

18.00 18.00 1.00 33.00% 5.94 23.94 24.81% 75.19% 23.94 

18.00 180.00 10.00 33.00% 59.40 239.40 24.81% 75.19% 23.94 

18.00 360.00 20.00 33.00% 118.80 478.80 24.81% 75.19% 23.94 

 
 This means that the factor for vocational/technical education in Column D is 

33.00%.  Multiplying this amount of 33.00% times the ADM in Column B yields the 
calculated ADM for special education to be served in Column E. Then, to find the total 
ADM which is to be served by the teacher units earned in Column C, add together the 
regular ADM found in Column B and the vocational/technical education ADM found in 
Column E.  Column F is the total ADM to be served.  Column G is the percent of the 
ADM to be served that is imputed to be for special education purposes, and Column H 
is the percent of the ADM to be served that is imputed to be for regular education. 
 
 As is readily seen, the percentages are identical whether the calculation is made 
for ADM of 18, 180, or 360.  Since the percentage of the divisor which is imputed to be 
available for regular classroom purposes in all cases is 75.19%, then each teacher must 
serve on 23.94 regular students as found in Column I.  This is the effective classroom 
ratio since 24.81% of the teacher unit is considered to be available for 
vocational/technical education purposes.  Please note that actual class size as 
calculated from state units only would be greater on average as ADM is not ideally 
distributed by school site, a diseconomy of scale. 
 
 Table 13-8 demonstrates, that after the teacher unit funding included in the teacher 
unit divisors by grade for Special Education and Vocational Education are removed to fund 
these as separate instructional programs, the funding remaining in terms of teacher units 
is sufficient only to fund the regular academic program at the unadjusted divisor rates.  
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Table 13-8 
Calculation of Regular Classroom Divisors Adjusted Both 
For Special Education and Vocational/Technical Education 

A B C D E F G H I 
9-12 

Fixed 
Divisor 

by 
Grade 

  
Assume 
First 40 

Days 
ADM 

  
Total 

Earned 
Teacher 

Units 

Factor 
Percent 

Non 
Regular 

Education 

Calculated 
Non- 

Regular 
Education 

ADM 

Sum 
Non- 

Regular 
& Regular 

ADM 

Percentage 
Teacher Unit 
Set Aside for 
Non-Regular 

Education 

Percentage 
Teacher Unit 
Remaining 
for Regular 
Education 

Regular 
Students 

per  
Regular 
Teacher 

 18.00     18.00  1.00  45.50% 8.19 26.19 31.27% 68.73%    26.19  

 18.00   180.00  10.00  45.50% 81.90 261.90 31.27% 68.73%    26.19  

 18.00   360.00  20.00  45.50% 163.80 523.80 31.27% 68.73%    26.19  

 
 
Combined Special Education and Vocational Education Adjustment of Divisor.  
The combination of these separate calculations is shown in Table 13-8. Several examples 
are demonstrated for the effect of the inclusion of special education and 
vocational/technical education funding in the stated divisors for a grade 9-12 classroom.  
Using the same methodology employed in previous tables, the difference is that the 
factor in Column D for the combination of special education and vocational/technical 
education, which is referred to as Non-Regular Education, is now 45.50% of the 
financial resources as found in teacher units allocated are imputed to be available for 
staffing the regular classroom.  The calculated student teacher ratio considered to be 
available for staffing the regular classroom has now expanded to 26.19 to 1.  A complete 
demonstration of the calculation of the regular classroom divisor is found in an appendix to 
this section which takes into account adjustments for both special and vocational 
education ADM imputed to be served for FY 1995-96 to FY 2002-2003 
 
 The critical importance of understanding these calculations is first that special 
needs of students for special educational and vocational education services are defined as 
being normally distributed among the various public school systems of the state.  The 
second is that funds imputed to be available for these services are not available to fund 
the regular classroom.  This becomes crucial when limits on maximum students per 
classroom (classroom caps) are considered and imposed by the state.  The next critical 
issue is that these imputed funds must be expended for classroom teachers only.  
Contracting for these services from salaries and benefits is not allowed. 
 

Class Size Caps Imposed By State Board of Education, 1997 
 

 After the passage of the 1995 Foundation Program, the Alabama Education 
Association (AEA) began to express an interest in the State Board of Education setting a 
maximum class size by grade with the phase-in of new teacher units.  The 1995 
Foundation Program was designed to phase-in lower classroom divisors and the AEA, 
after anticipating a lowering of class sizes in local schools in FY 1995-96 and FY 1996-97, 
went to the State Board of Education for action.  The State Board of Education on 
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September 11, 1997 approved maximum classroom sizes for local school classrooms by 
Resolution.  This resolution established the following class caps in Table 13-9: 
 

Table 13-9 
Classroom Caps by State Board of Education Resolution 

Grade Class Cap 
K-3 18 
4-6 26 
7-8 29 
9-12 29 

 
 The Resolution, recommended by the State Superintendent of Education, 
anticipated that local boards of education would be able to meet these class size 
standards for grades K-6 effective January of 1998, in the middle of a school year.  These 
caps did not include classes in physical education, musical performing groups, ROTC, or 
typing.  These classes were limited to 1,000 student contacts per week.  Waivers for these 
class caps must be granted by the State Superintendent of Education on a case-by-case 
basis. 
 
 The State Board of Education revisited the Resolution on January 8, 1998, after an 
extensive survey by the State Superintendent of Education to assess the capability of local 
school systems to meet the standards during the middle of a school year from state-
funded teacher units.  Additional flexibility was granted to the State Superintendent of 
Education to approve waivers.  Arguments were presented to the Board that the class 
caps could not be funded through available state-funded teacher units due to several 
problems. 
 
 The first was that special education and vocational education funding were included 
in the divisors and thus the net for regular classroom teachers was overstated.  The 
second was that state requirements still existed for teachers’ free time which had been 
won in the Legislature by AEA much earlier.  To grant a planning period for elementary 
teachers requires the provision for special subject areas such as art, music, and P.E.  
Such teachers are necessary to maintain instructional responsibility for the students during 
the teachers’ free time.  And, the last reason was that students by grade by school don’t 
come in numbers exactly divisible by the approved divisors.  Since the 1995 Foundation 
Program does not recognize certain fractions of teacher units for appropriation, a number 
of ADM in excess of the approved divisor would not receive the fractional teacher unit.  
Irrespective, the class size caps are to be implemented, unless a waiver is granted.  An 
analysis of the class divisors which need to be the basis for calculation in the 1995 
Foundation Program in order to meet this Resolution is found in an appendix to this 
section. 

 
Categories of Teacher Units Incorporated Into the 1995 Foundation Program 

 
 The state funding scheme from 1935 to 1995 had grown more complex with the 
addition of new line items for categorical aid programs and less equitable.  By FY 1993-94, 
the last year that the list of line items appeared in the annual education appropriations bills, 
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the complexity defied reason.  An appendix details this laundry list of line items, most with 
their own differing plan of apportionment.  The categories of teacher units formerly 
appropriated under the 1935 Foundation Program and the categorical assistance provided 
by separate line items are which were assumed to have been available during the FY 
1994-95 mediated settlement have been included into the new divisors are as follows in 
Table 13-10.  As will be readily noticed, not all of these types of teacher units were 
considered to be classroom instructional units.  To develop a true picture of those teacher 
units actually available for the classroom, an adjustment must be made for those teacher 
units whose purpose is other than that of classroom teacher.  The units described in Table 
13-11 which follows must be subtracted in order to arrive at the true number. 
 

Table 13-10 
Categories of Teacher Units Appropriated for FY 1994-95 

Category of Teacher Unit Number 
1935 Foundation Program, ASETF 24,272.03 
1995 Public School Fund 142.33 
1939 Required Local Effort 1,765.23 
Continuation for Special Education 379.38 
Kindergarten Teacher Units 3,162.25 
Reduce Ratio Grades 4-6 327.86 
Support Teacher Units 1,977.98 
Special Education Units 3,950.00 
Vocational Education Units 2,847.91 
Elementary Guidance Counselors 366.84 
Driver Education 290.00 
Current Units Estimated 511.17 
Current Units Encumbered 166.90 
AIDB Kindergarten Units 12.00 

Total All Teacher Units 41,925.11 
 

Table 13-11 
Non-Classroom Teacher Units 

Category of Teacher Units Number 
Support Teacher Units -1,977.98 
Elementary Guidance Counselors -366.84 
AIDB Kindergarten Units -12.00 

Total Support Units -2,355.82 
Net Classroom Teacher Units 39,569.29 

 
 This net FY 1994-95 calculation of 39,956.29 classroom teacher units is based upon 
historical allocation methodology and contains teacher units being funded through the 
Public School Fund and Required Local Effort or chargeback of local funds..  All of these 
net categories of teacher units have been incorporated into the new divisors.  No separate 
provision is made for funding teachers of art, music, and physical education.  For FY 1995-
96, the 1995 Foundation Program provided for the following teacher units as shown in 
Table 13-12. 
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Table 13-12 
Total Teacher Units for FY 1995-96 

Funding Source Number 
1995 Foundation Program from ETF 40,295.91 
1995 Required Local Effort 1,843.79 
1995 Current Units 316.20 

Total Teacher Units 42,455.90 
 
However, this total is not exclusively for classroom teachers as the 1995 Foundation 
Program also includes a calculation of teacher units allocated for Instructional Support 
Purposes.   
 
Instructional Support Units 
 
 In addition to Regular Classroom Teacher Units, the 1995 Foundation Program 
provides for the allocation of Instructional Support Units which can be used for the 
positions of principal, assistant principal, counselors, and librarians.  These units are 
earned and are added to a school's classroom teacher units based on accreditation 
standards of the Commissions comprising the Southern Association of Colleges and 
Schools or as otherwise determined by an accreditation system adopted by the State 
Board of Education.  
 

 Each school shall earn instructional support units based on the 
accreditation standards of the commission which comprise the Southern 
Association of Colleges and Schools or as otherwise required by an 
accreditation system adopted by the State Board of Education (Code of 
Alabama 1975, Section 16-13-232). 

 
 The 1995 Foundation Program uses the standards of the Southern 
Association of Colleges and Schools (SACS, 1998) in Table 13-13 above to 
calculate earned instructional support units for FY 1998-99.  By resolution adopted 
annually by the State Board of Education, the above standards are used in 
appropriating Instructional Support Units.  As the SACS standards change, the 
earned allocation will change.  Note however, that secretaries and clerks recognized 
in SACS standards are not allocated in the 1995 Foundation Program.  In addition, a 
principal unit shall be calculated by each area vocational center (AVC).  A counselor 
unit shall be calculated for each AVC if the AVC has a state or local funded 
counselor for FY 1994-95.  
 
 While SACS published revised standards in 2001 which would require the 
appropriation of additional support units in the foundation program, these standards 
were not enrolled by the Legislature in the foundation program cost calculation until 
FY 2005-06.  It was estimated at this time that the additional support units would cost 
an additional $28,500,000.  Revised SACS standards which were published in 2005 
have not been included in the State Board of Education request to the Legislature.  
For FY 2007 and FY 2008, the 2001 published standards have been the basis for the 
request of instructional support units.  
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 Table 13-14 shows a calculation of the actual net classroom teachers which 
were appropriated in 1994-95 after deductions were made for the other types of 
restricted application teacher units that were appropriated.  
 

Table 13-13 
SACS Standards for Instructional Support Units for 1998-99 
Elementary School 1 Secondary School 2 Unit School 3 Middle School 4

Category Enrollment Earned Enrollment Earned Enrollment Earned Enrollment Earned
Principal 1-263 0.50       1.00       1-249 0.50       1-249 0.50          

264 up 1.00       250 up 1.00       above 249 1.00          
Assistant 1-659 -         1-299 -         1-499 -        1-249 -            
Principal 660-879 0.50       300-649 0.50       500-650 0.50       250 to 499 0.50          

880-1099 1.00       650-999 1.00       651-1249 1.00       500-999 1.00          
1100-1319 1.50       1000-1499 1.50       1000 up - for  1000-1249 1.50          

1320 up 2.00       1500 up5  each 250 0.50       1250 and up 2.00          
Guidance 1-499 0.50       1-499 0.50       1-499 0.50       1-499 0.50          
Counselor 500-749 1.00       500-749 1.00       500-749 1.00       500-749 1.00          

750-999 1.50       750-999 2.00       500 up - for  799-999 2.00          
1000-1249 2.00       1000-1499 2.50       each 250 0.50       1000-1249 2.50          
1250-1499 2.50       1500 up5  1250 and up 3.00          

1500 up 3.00         
Librarians 1-263 0.50       1-299 0.50       1-299 0.50       1-249 0.50          

264-439 1.00       300-999 1.00       300-749 1.00       250-499 1.00          
440-659 1.00       1000-1499 2.00       750-999 1.00       plus 1/2 aide

plus 1/2 aide 1500 up5  plus 1.0 aide  500 and up 1.00          
660 up 1.00         1000-1500 2.00       plus 1.0 aide

plus 1/2 aide plus 1.0 aide
1500 up6

Secretaries 1-263 0.50       1-299 1.00       1-299 0.50       1-249 0.50          
or Clerks 264-659 1.00       300-499 1.50       300-749 1.00       250-749 1.00          

660-1099 1.50       500-649 2.00       500 up - for  750-999 1.50          
1100 up 2.00       650-749 2.50       each 500 0.50       1000 up 2.00          

750-999 3.50       
1000-1649 4.00       

1250 up - for
  each 400 1.00           

 

1Elementary School – A school with any combination of grades K-8 and must not contain a grade above 
grade eight.  2Secondary School – A school with combination of grades 5-12 but must contain grade 
above grade eight.  3Unit School – A school that includes grades below five and above eight with a 
principal on a single campus.  4Middle School – A school with a combination of grades 4-9, but not 
including both grades four and nine.  5Staff person shall be added for each 250 students over 1,249.  
6Additional staff shall be added for schools with a membership of more than 1,500 students. 
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Table 13-14 
Categories of Instructional Support Units 

Type of Unit Number 
Principals -1,627.41 
Assistant Principals -1,520.25 
Librarians -1,318.29 
Guidance Counselor s -476.50 
Total Instructional Support Units -4,942.45 
Net Classroom Teachers 37,513.45 

 
 Of the above 1995 Foundation Program Teacher Units, the number of teacher units 
by source of funds is as follows in Table 13-15. 
 

Table 13-15 
Source of Funds for Teacher Units for FY 1995-96 

Source of Funds Number 
Education Trust Fund 35,669.66 
Required Local Effort 1,843.79 

Total 37,513.45 
 
 
Current Teacher Units 
 
 In actuality, there is a third type of teacher unit which is calculated and appropriated.  
During the operation of the 1935 Foundation Program, the number of teacher units which 
were calculated to be appropriated for the next fiscal year was based on the fourth month 
ADA of the current school year.  Therefore, those local school systems which would gain 
students in ADA by the time the next school year actually began would be allocated 
teacher units based on the school year just ended.  If a local school system enrolled more 
students than were enrolled the prior school year, their number of state allocated teacher 
units was insufficient to fund the number of students actually in attendance. 
 
 The category of current teacher units was created to provide for additional funding of 
teacher units for those local school systems during the "current" school year.  These 
teacher units were appropriated as an estimated number by the legislature but were not 
calculated in the cost of the 1935 Foundation Program.  It was necessary for the State 
Superintendent of Education to certify to the State Finance Director that these unbudgeted 
but earned current teacher units were needed as provided for by the legislature and it 
would be the responsibility of the State Budget Office to allocate the additional funds 
necessary.  This was an open-ended unbudgeted liability on the ASETF. 
 
 The 1995 Foundation Program, in order to prevent the annual occurrence of 
unbudgeted funding being requested from a state fund which might not have a surplus 
available, incorporated the calculation of current units into the annual absolute 
appropriation.  An amount is calculated for current units based upon the comparison of 
grade by grade membership for the first forty scholastic days of the current and prior 
school year (the current practice by the State Department of Education is to use a moving 
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two prior year average).  The change in membership on a grade by grade basis divided by 
the appropriate divisor yields the positive and negative changes in earned teacher units.  
The sum of these changes by grade shall determine if current units are earned by a local 
school system.  No current units are earned by a local school system if the sum of 
changes by grade is equal to or less than zero (See apportionment regulations). 
 
 The determination of the dollar value of a current teacher unit is defined as the 
average dollar value of a teacher unit in the current foundation program.  The distribution 
of current teacher units is due by December 1 of each fiscal year.  If the number of 
estimated current teacher units is inadequate to fulfill the amount of current teacher units 
actually earned, then the allocation due each local school system shall be prorated to the 
funds actually available.  Should the number of current teacher units actually earned be 
less than the estimated amount, then the estimated amount in excess of the earned 
amount shall be distributed to all local school systems as an increase in other current 
expense. 
 
Additional Teacher Units 
 
 In a throwback to the procedures of appropriating additional teacher units outside the 
foundation program, the Legislature for FY 1999-2000 appropriated additional teacher 
units to the State Department of Education at the request of the State Superintendent of 
Education.  These teacher units were requested because of the conclusion by the State 
Superintendent that there were not enough teacher units in the 1995 Foundation Program 
to implement the classroom caps that he had recommended.  These 200 additional 
teacher units were appropriated to the State Department of Education: 
 

 For K-3, to be distributed based upon a formula established by the State 
Board of Education which shall adjust teacher/pupil ratios used in calculating 
teacher units earned in grades K-3 (Acts 1999 Regular Session, Act 99-
434). 
 

 It is unfortunate that these units were not enrolled into the 1995 Foundation Program 
by modifying the divisors for grades K-3 as the program was developed to do.  However, 
the Legislature did direct the State Superintendent to do the equivalent of this in language 
in the K-12 Foundation Program following statement of the divisors for FY 1999-2000: 
 

 Divisors in K-3 shall be adjusted by the State Department of Education 
so as to include all new teacher units provided in this budget.  The divisors 
shall be reduced in grades K-3 in subsequent budgets to continue 
permanent funding for new teacher units provided for the fiscal year 
beginning October 1, 1999 (Acts 1999 Regular Session, Act 99-434). 

 
The divisors for K-3 reflect the 200 addition units in the appropriations bill calculations for 
FY 2000-2001. 
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The Chargeback, Divisors, and Other Adjustments 
 
 Obviously, as the chargeback or required local effort from local funds was increased 
over the phase-in period, the number of teacher units calculated in the 1995 Foundation 
Program increased each year as the amount of local revenues calculated in the Program 
increased.  While the Chargeback for FY 1993-94 reflected the value frozen as of October 
1, 1938, the mediated agreement in FY 1994-95 did have the effect of increasing this 
Chargeback by calculating additional allocations inversely proportional to wealth.  This was 
assumed to be the equivalent of a 2.5 mill Chargeback for FY 1994-95.   This schedule 
was to increase from the yield of 5.0 mills of school district tax in FY 1995-96 to the yield of 
7.5 mills for FY 1996-97 to the yield of 10.0 mills of school district tax in FY 1997-98.  
Without adjusting for increases in local assessed valuation, the number of teacher units 
calculated to be available from local revenues thus doubled in the three-year phase-in 
period (see Appendix following this section).   
 
Salaries for Principals 
 
 A further adjustment is made in the calculation of the cost of the principal 
instructional support teacher unit.  The cost for an elementary principal unit is increased by 
22% and a secondary principal unit by 33% to adjust for time and responsibility of that unit 
over and above a regular teacher unit.  Each adjustment contains 11% for responsibility 
and an additional 11% for an assumed one month of extra service for an elementary 
principal and an additional 22% for an assumed two months of extra service for a 
secondary principal.  Furthermore, a specific adjustment provided as an exception for 
vocational area centers in addition to earning only one instructional support unit 
designated as a principal or director is that any such area vocational center receiving a 
guidance counselor unit in the 1994-95 mediated agreement would continue to earn said 
guidance counselor unit under the 1995 Foundation Program calculations.  Under these 
provisions, approximately 71 area vocational school directors are funded as principals and 
51.79 vocational counselor units are grand-fathered.  In addition, the extended contracts 
salary expenses not provided for in 1995 Foundation Program are mandated to be paid 
from "Other Current Expense" in the Accountability Legislation. 
 
Pay Raise for Passing the National Board for Professional Teaching Standards 
 
 The legislation granting teachers an 8.5% cost of living pay raise for FY 1998-99 also 
included a provision for an additional salary supplement for teachers passing the National 
Board for Professional Teaching Standards test: 
 

 Each teacher who successfully passes or has passed the test offered by 
the National Board for Professional Teaching Standards (NBPTS) shall be 
entitled to an additional $1,500 each year and given to the teacher for each 
year thereafter.  Payment for passing the NBPTS shall be appropriated from 
the Education Trust Fund and shall be given to the qualified teacher in a 
lump sum payment during the month of October each year after the teacher 
passes the test.  Those teachers who passed the NBPTS exam in previous 
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years shall also be entitled to the annual $1,500 pay per year beginning 
October 1, 1998 (Acts 1998 Regular Session, Act 98-510). 

 
 When the Legislature approved the Education Appropriations Act for FY 1999-2000, 
they included an appropriation to the State Department of Education for an additional 
salary supplement for NBPTS in the amount of $135,000: 
 
 Each teacher, counselor, or librarian who passes the requirements and receives 
certification from the National Board for Professional Teaching Standards shall receive an 
additional sum of $5,000 added to his/her based salary as determined by his/her 
placement on the minimum state salary matrix.  It is the intent of the Legislature that this 
additional sum shall begin October 1, 1999, and carry forward each fiscal year thereafter.  
In addition to the above appropriation for the National Board for Professional Teaching 
Standards-Base Pay, there is hereby appropriated $1,000,000 for the National Certified 
Teacher Bonus Plan to be conditioned upon the availability of funds in the ETF and the 
approval of the Governor (Acts 1999 Regular Session, Act 99-434). 
 

Calculation of Cost Factors 
 
 There are four cost factors in the 1995 Foundation Program as in the 1935 
Foundation Program (see Appendix following this section).  Capital Outlay and 
Transportation have been removed and funded as new categorical aid programs.  Cost 
Factors for Fringe Benefits and Classroom Instructional Support have been added to 
replace them (see Figure 13-1). 
 
Salary Allotments 
 
 The 1935 Foundation Program implemented a statutory requirement that the State 
Board of Education investigate the current practices in regard to salaries paid teachers in 
the local school systems of the state.  This study would give due consideration to the 
academic and professional preparation of employees, to the length of service rendered, 
and to the cost of living.  From such studies, the State Board of Education would 
determine the salary allotments to control the expenditure of funds.  Over time, however, 
the Legislature had assumed the control of the determination of salary allotments by 
enrolling the allotment amount by rank of certificate in the annual education appropriations 
act.  Salary increases were easily controlled by this procedure such as a cost of living 
adjustment. 
 
 In addition, the legislature provided for a further differentiation of salary in the Career 
Ladder Act of 1985.  Under a provision of this bill, teachers achieving tenure or three years 
of experience in any public school system of any state would receive an automatic pay 
increase of ten percent.  This became the first and only statement regarding longevity pay 
by the legislature.  This amount was fixed in the salary allotment schedule after the Career 
Ladder legislature was repealed.  A further action of the Legislature authorized a $1,000 
annual salary increment for those teachers with a doctorate, even though this was not 
included in the salary allotment schedule.  It was an unfunded mandate by the Legislature. 
 
    
  356        
     



Alabama Public School Finance Reference 
Budgeting - The 1995 Foundation Program 
 
 
 A design criterion of the 1995 Foundation Program was that as many standard 
practices of funding as possible be maintained while incorporating necessary 
improvements.  The salary matrix was created as a means of rationalizing the current 
salary practices in local school systems that -included the retention of the ten percent 
salary differential at the completion of three years of public school experience.  A longevity 
factor was added to extend salary increases for up to 21 years of service, and the 
doctorate was formally recognized. 
 
 The salary matrix gives credit for both educational attainment (degree level and/or 
certification) and experience.  The degree levels included are bachelors degree, masters 
degree, six year or educational specialist degree, and the doctoral degree.  In addition, 
provision is made for non-degree personnel at the bachelors level for a total of five types 
of educational attainment.  The base value for the matrix is the bachelors degree with less 
than three years of creditable service with additional degree levels fixed as liner multipliers 
of the base.  The masters degree level is 15% greater than the bachelors level.  The six-
year level is 24% greater than the bachelors, and the doctorate level is 33% greater than 
the bachelors.  After the level of masters is obtained, the increment for additional 
advanced attainment is nine percent.  These increments (+15%, +9%, +9%) are based on 
actual average salaries.  Since all salary cells are related or indexed to the first cell 
(bachelor’s degree with no years of experience), this matrix is referred to as an indexed 
salary schedule.  These relationships are demonstrated in Table 13-16 which follows. 
 

Table 13-16 
1995 Foundation Program Salary Matrix for FY 1995-96 

Years of    Percent Six Percent   Percent No 
Experience BS MS Over BS Year Over BS Doctorate Over BS Degree 

0  to < 3  $24,887   $28,620  115.0%  $30,859  124.0%  $33,099  133.0%  
$24,887  

Percent Over 
BS 

n/a n/a  n/a  n/a  n/a 

3  to < 6  $27,375  $31,482  115.0% $33,945  124.0% $36,409  133.0% $27,375  
Percent Over 

BS 
110.0% 110.0%  110.0%  110.0%  110.0% 

6  to < 9  $27,749  $31,911  115.0% $34,408  124.0% $36,906  133.0% $27,749  
Percent Over 

BS 
111.5% 111.5%  111.5%  111.5%  111.5% 

9  to < 12  $28,122  $32,340  115.0% $34,871  124.0% $37,402  133.0% $28,122  
Percent Over 

BS 
113.0% 113.0%  113.0%  113.0%  113.0% 

12  to < 15 $28,495  $32,769  115.0% $35,344  124.0% $37,899  133.0% $28,495  
Percent Over 

BS 
114.5% 114.5%  114.5%  114.5%  114.5% 

15  to < 18 $28,868  $33,199  115.0% $35,797  124.0% $38,395  133.0% $28,868  
Percent Over 

BS 
116.0% 116.0%  116.0%  116.0%  116.0% 

18  to < 21 $29,242  $33,628  115.0% $36,260  124.0% $38,892  133.0% $29,242  
Percent Over 

BS 
117.5% 117.5%  117.5%  117.5%  117.5% 

21  to < 24 $29,615  $34,057  115.0% $36,723  124.0% $39,388  133.0% $29,615  
Percent Over 

BS 
119.0% 119.0%  119.0%  119.0%  119% 

    Diagonal  Value 158.27%   
Note:  All percentages refer to BS certificate with no years of experience. 
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 The diagonal value shown is 158.28%.  The importance of the diagonal value is that 
it represents the maximum increase in salary the 1995 Foundation Program will recognize 
in the salary matrix for FY 1995-96.  This increase is calculated from the first cell, the 
beginning teacher with a bachelors’ degree certification and no years of experience to a 
career teacher with an earned doctorate and 21 years of experience.  This is the maximum 
salary growth recognized.  It is generally accepted that a well-designed salary schedule 
should allow a maximum salary at least twice that of the beginning salary (Alexander and 
Salmon, p. 322)..  This could be accomplished at any time should the State Board of 
Education recommend and the Legislature appropriate a salary matrix with a new set of 
indexed relationships between cells.  The two to one ratio or diagonal value is a desirable 
salary matrix policy.  The salary matrices appropriated by the Legislature from FY 1995-96 
to FY 1999-2000 reflecting cost of living raises are found in Appendices accompany this 
section.  It will be noted from a review of the values of the respective cells that the ratio 
between cells and the diagonal value has not been changed. 
 
 Longevity is recognized by experience levels each representing three years of 
service and totaling 24 years.  Therefore, there are eight steps for longevity.  These steps 
in the 5x8 matrix are also based on actual average salary studies.  The first step or less 
than three years creditable experience is entry level.  The next step (step 2) of three to six 
years creditable service is 10% greater than step 1.  This is necessary to accommodate 
the historical practice of the 10% increment established from the Career Ladder effort.  
Further steps, each of three years experience width, are based upon an increment of 
1.5%.  Each additional accumulation of three years of experience results in a salary 
increment of 1.5%.  Since there are six additional steps beyond the second step, steps 
three to eight represent an increase of nine percent in the salary allocation.  The total 
longevity growth is therefore 19%. 
 
 The 1935 Foundation Program did not assign any correlation between the salary 
allocation schedule and the actual salary schedule approved by a local board of education.  
The only restriction imposed by the state was that the total amount of salaries allocated to 
a local board of education must be spent for salaries.  This allowed the local board of 
education the leeway of paying teachers less than the state allotment and hiring additional 
teachers with the residual funds.  Or, the local board of education could pay a beginning 
teacher less than the state allocation and pay a veteran teacher more than the state 
allocation.  This was a common practice in order to provide a local salary schedule with 
longevity steps.  The 1995 Foundation Program limits the salary schedule of local boards 
of education to at least 95% of the salary matrix by cell.  This means that the maximum 
leeway which a local board of education has in distributing salary dollars beyond the state 
appropriated teacher units is five percent.  In effect, the 1995 Foundation Program 
became a minimum state salary schedule for teachers. 
 
 In determining the amount of salary dollars each local board of education would 
receive in the annual allocation of the 1995 Foundation Program, an analysis must be 
performed of each school's certificated staff by degree attainment and years of creditable 
experience to determine placement by cell in the salary matrix.  Since a local school 
system probably has employed more teachers than will be allocated in the annual 
apportionment, the percent of total teachers employed in each school which occupy each 
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cell is calculated.  This percent by cell is multiplied by the total number of teacher units 
which are earned by a local school in the annual calculation of the 1995 Foundation 
Program to determine the number of earned teacher units by cell.  
 
 For example, if ten percent of the total teachers employed in a local school are in cell 
one (bachelors degree and less than three years of experience), then ten percent of the 
calculated earned teacher units will be assigned the salary entry in that cell of the matrix 
for the current school year.  If ten percent is in cell one, and the school earns 40 teacher 
units, then four teachers will be earned in cell one.  And if the salary entry in cell one is 
$25,000, then the total salary dollars earned in cell one is $100,000.  And since the 
minimum salary must be 95%, each teacher in cell one must be paid at least $23,750, and 
the four teachers at that school in cell one would receive at least $95,000.  Of course, the 
local board of education could set the salary schedule higher with supplemental local 
funds for cell one teachers.  The sum over all 40 cells of the 8x5 matrix will represent the 
total salary allocation for certificated staff in the 1995 Foundation Program and is for a 
standard 180 day contract. 
  
 If a school site were to replace vacancies for the current year with teachers 
possessing more educational attainment and with greater years of creditable service than 
the teachers formerly holding the positions, the salary allotment from the state would be 
less than their placement on the local salary schedule.  This, of course, would be true if the 
additional salary costs were greater than five percent and if the local board of education 
were scheduling salaries at 100% or greater.  The converse is true that as vacancies are 
filled with teachers of lesser degree attainment and lesser creditable experience, then 
apparently a larger salary allotment would be earned than would be paid which would 
allow the overage salary dollars to be used in other ways (ex., another teacher or an 
enhanced local salary schedule).  However, any such variation would disappear the 
following budget year when current teacher qualifications redefine salary allotments. 
 

Salary Matrix Amended, 1997 
 
 A criticism of the 95 Foundation Program by the Alabama Education Association had 
been the fact that local boards were receiving 100% of the funding by cell for teachers' 
salaries but was required only to pay any teacher 95% of that cell.  The theory they 
advanced was that as local teacher units were incorporated into the 95 Foundation 
Program as the chargeback was phased in (5.0 equivalent mills to 10.0 equivalent mills) 
the need for a local board of education to tap excess salary dollars to hire additional local 
teacher unit disappeared (all teacher salary dollars must be spent for teachers' salaries 
only).  Therefore, by the FY 1997-98 school year which was a full phase-in for the 
chargeback, the minimum state salary schedule should be 100% by cell of the salary 
matrix. 
 
 The Legislature approved and the Governor signed such legislation in the 1997 
Regular session.  The following key provisions merit discussion. (A)  The requirement for 
100% would be phased in over two years.  For the fiscal year beginning October 1, 1997, 
each local boards' salary schedule must reflect at least 97.5% of the salary matrix by cell.  
For the fiscal year beginning October 1, 1998, each local boards' salary schedule must 
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reflect at least 100% of the salary matrix by cell.  Of course, any local board is free to 
approve a salary schedule higher that the state salary matrix by cell.  In addition, teachers 
are to be paid for the highest level of certification held irrespective of whether they are 
teaching in field or not.  Finally, the effects of the state salary matrix by cell are applicable 
at the local level in the salary paid teachers at any time when a teacher advances to a new 
experience cell or to an advancement in certification  
 
 (B)  A second major provision of the legislation is on teachers planning to retire within 
three years.  Such teachers upon written application to the local superintendent of 
education expressing intent to retire within three years, shall receive a salary adjustment to 
at least 100% of the appropriate cell of the state salary matrix for the fiscal year beginning 
October 1, 1997.  The provision further stipulates that should a teacher fail to retire, the 
excess funds received as salary for the 1997-98 fiscal year shall be paid with interest at 
the current prevailing prime interest rate in a timely manner.  However, the local board 
could at its discretion may on a case-by-case basis waive any or all of the repayment and 
interest. 
 
 (C)  A continuing annual appropriation shall be included in the Foundation Program 
for the fiscal year beginning October 1, 1998, as an additional allowance for instructional 
salaries and fringe benefits.  This allowance shall be over and above the amount 
calculated for instructional salaries in an amount not less than one percent or more than 
two percent of the total state cost of instructional salaries for the Foundation Program 
(Acts 1997 Regular Session, Act 97-238,). 
 

State Salary Matrix Renamed 
State Minimum Salary Schedule, 1998 

 
 Included in the legislation authorizing the 8.5% pay raise for teachers for FY 1998-99 
was language renaming the State Salary Matrix.  This follows: 
 

 Notwithstanding Acts 95-313 and 95-313, now appearing as Chapters 
6B and 13 of Title 16 of the Code of Alabama of 1975, and notwithstanding 
Act 97-238, the “State Salary Matrix is hereby renamed the “State Minimum 
Salary Schedule.”  This provision shall take effect on October 1, 1998 (Acts 
of Alabama, Act 98-510, 1998 Regular Session, p 7). 

 
The transition in Alabama from a salary allocation for teachers salaries to be expended by 
local boards of education with some flexibility to a minimum salary schedule was 
complete.   

Pay Raises for Teachers, FY 1971 to FY 2005 
 
 It is important to note that over the years the pay raise bills passed by the legislature 
usually mandated the pay raise to begin at the beginning of the academic year, July 1, 
rather than the beginning of the fiscal year, October 1.  When a pay raise began July 1, 
local boards of education had to provide additional salary funds for the period when payroll 
began for education employees until the state allocation arrived with the calculated pay 
raise increase late in October.  In addition, some state pay raise bills not only mandated a 
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percent increase in the state salary allocation, but also mandated the same percent 
increase on any local salary supplement. 
 
 In this case local boards of education not only had to pay the increased salary costs 
for salaries of the state allocation, but also on locally-funded teacher units.  With the pay 
raise bill for FY 1998-99 requiring an 8.5 percent on total salary, local boards of education 
not only were mandated to absorb the costs of the additional salary, but also the 
proportionate fringe costs for FICA and TRS.  The pay raises granted teachers by the 
legislature since 1969 are to be found in Table 13-17 which follows.  It is also important to 
note that on several occasions, an additional line item was appropriated by the legislature 
to cover the cost of pay raises for teachers funded from local funds. 
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Table 13-17 
State Pay Raises for Teachers from FY 1970-71 to FY 2004-05 

Fiscal Governor Percent Fiscal Governor Percent
Year Notes of Budget Increase Year Notes of Budget Increase

1969-70 Brewer n/a 1988-89 Hunt 7.50%
1970-71 Brewer 8.20% 1989-90 Hunt 0.00%
1971-72 Wallace 5.00% 1990-91 Hunt 8.00%
1972-73 Wallace 4.76% 1991-92 Hunt 0.00%
1973-74 Wallace 13.73% 1992-93 Hunt 0.00%
1974-75 Wallace 0.00% 1993-94 Hunt 6.50%
1975-76 Wallace 13.78% 1994-95 Folsom 8.50%
1976-77 Wallace 0.00% 1995-96 c James 0.00%
1977-78 Wallace 12.47% 1996-97 James 4.00%
1978-79 Wallace 11.08% 1997-98 d James 0.00%
1979-80 a James 0.00% 1998-99 e James 8.50%
1980-81 James 16.00% 1999-00 f Siegelman 1.11%
1981-82 James 0.00% 2000-01 Siegelman 4.00%
1982-83 James 15.00% 2001-02  Siegelman 0.00%
1983-84 Wallace 0.00% 2002-03 g Siegelman 3.00%
1984-85 Wallace 15.00% 2003-04  Riley 0.00%
1985-86 b Wallace 13.00% 2004-05 Riley 0.00%
1986-87 Wallace 0.00% 2005-06  Riley 6.00%
1987-88 Hunt 0.00% 2006-07  Riley ?

e The minimum teachers' salary was increased to 100.00% of the state salary matrix.
fThe salary matrix was adjusted by a factor of 182/180 to reflect increased contract period of two days.
g Proration was offset by withdrawal from the ETF Rainy Day Fund.

a Does not include a one-time bonus of 1.75%, which not considered to be a pay raise.
b Based upon a 5.0% pay raise for all teachers plus an additional salary allocation of 10.00% for qualifying teachers.
c The required minimum teacher salary of 95.00% of the state salary matrix in the 1995 Foundation Program resulted 
in pay raises for some teachers which averaged 2.55%  but was not considered to be a state pay raise.
d The minimum teachers' salary was increased to 97.50% of the state salary matrix.

  
 
 

Fringe Benefits 
 
 An equity issue which had arisen since the implementation and the 1935 Foundation 
Program and the creation of a state teacher (or education employee) fringe benefit 
program was that such benefits were not included in any equalization procedure.  The 
creation of the Teachers' Retirement System, Public Education Employees Health 
Insurance Program, Unemployment Compensation, Personal and Sick Leave Programs, 
and the state's participation in Social Security created categorical aid programs which 
were paid in full by the state on behalf of all eligible education employees. 
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 The result was, that if a local board of education had access to local revenues over 
and above the minimum state required local effort, they could hire additional education 
employees (teachers or support personnel) with the state assuming the cost of the fringe 
benefit program.  Thus if a local board of education had access to additional local 
revenues created either by an enhanced local tax rate, or an enhanced local tax base (a 
relatively wealthy school system) or a combination of both, the state provided a matching 
grant to them.  The state put up the fringe benefits and the local put up the direct salary. 
 
 The state allocation on a per student basis was actually greater state dollars for a 
relatively wealthy local school system than it was for a relatively poor local school system.  
This was done by payments on behalf to the appropriate agency (ex., Teachers' 
Retirement System, Health Insurance Board, etc.) directly from the ASETF without 
allocation to local boards of education.  Equalization of these resources would require that 
they become cost factors in a revised Foundation Program and that the state would only 
pay directly those costs actually earned in the apportionment of the Foundation Program.  
The 1995 Foundation Program did this. 
 
 Since the salary allotment was identified as a cost factor, computing applicable fringe 
benefits costs became a relatively simply matter.  Once salary allotments are calculated by 
local school, fringe benefits are calculated either as a percent of salary or by a fixed 
amount per teacher.  These follow for FY 2004-05 in Table 13-18: 
 

Table 13-18 
Fringe Benefits in 1995 Foundation Program for FY 2004-05 

Type of Benefit Annual Rate 
or Cost 

Federal Insurance Contributions Act (FICA) 6.200% 
Medicare 1.450% 
Teachers' Retirement System (TRS) 7.030% 
Unemployment Compensation (UC) 0.125% 
Public Education Employees Health Insurance (PEEHIP) $7,032.00 
Leave Reimbursement $245.00 

 
 These factors can be adjusted on an annual basis to reflect cost changes in the 
operation of the various programs.  FICA and Medicare are obviously set by federal 
regulation.  TRS and PEEHIP rates are set by action of their respective Boards.  The 
Unemployment Compensation rate is set by the State Insurance Commission.  Leave 
benefits are based upon two personal and five sick leave days per teacher reimbursed at a 
rate of $35.00 per day. Additional benefits could be included in the future under this 
category. 
 
 Fringe benefits formerly paid on-behalf of support personnel and other certificated 
education employees are included in the amount provided for Other Current Expense. 
 
Fringe Benefits for Active Employees.  The transfer of the fiscal responsibility for 
paying fringe benefits to local boards of education was a logical step in equalizing 
education funding in Alabama.  When a local board of education with access to 
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sufficient local resources made a personnel decision such as hiring an additional local 
teacher unit, the total compensation cost became a responsibility of that board.  Under 
the paid on-behalf system, assuming these additional fringe benefit costs would become 
a direct financial obligation of the state, open-ended and unbudgeted.  This process had 
resulted in open-ended appropriations language, such as in the annual appropriation to 
the Teachers’ Retirement System, resulting in supplemental appropriations to that 
agency during the fiscal year.   
 
Fringe Benefits for Retired Employees.  In addition to the statutorily defined fringe 
benefit program created by the state and for which participation is required for current or 
active employees, the Legislature has created a supplemental benefit program for 
retired employees.  Under the paid on-behalf system, the Legislature appropriated 
directly to the administering agency the estimated cost of providing this additional 
benefit program.  The cost of the additional program was not reflected in local agency 
budgets.  This changed in 1995.   
 
Teachers’ Retirement System Cost of Living Adjustment (COLA).  The Legislature 
periodically grants, usually in conjunction with a teachers’ pay raise, a cost-of-living 
adjustment for retirees.  The calculation of the cost of this COLA, prior to FY 1995-96, 
was included in the direct appropriation to the Teachers’ Retirement System.  This 
additional allocation for retirees is calculated as a percentage of the current salary of 
active employees.  The cost as a percentage of salary to fund the future retirement of 
an active employee for has varied greatly since 1995-96 due to accounting changes to 
value the portfolio of the TRS.  However, statute does now require that COLAs for 
retirees be included in the cost of the active members of the TRS.  The benefit of this 
change is that the COLA costs for federally funded or restricted grant funded employees 
can be passed on directly to the funding source.  Previously, these costs were included 
in the direct appropriation from the ETF to the TRS. 
 
 While these percentages (active rate plus retirees rates) are calculated in the 
1995 Foundation Program for the earned teacher units, increasing TRS costs due to 
COLAs are unfunded requirements to local boards of education for personnel employed 
through excess local funds (local funding in excess of the chargeback).  These costs for 
COLAs are also an unfunded liability for higher education and other agencies whose 
employees are covered by the Teachers’ Retirement System.  In budgeting for each 
successive fiscal year, agencies must be mindful of potential increases for COLAs 
which will be part of the employee cost.  In the case of local boards of education 
covered under the hold-harmless provision of the 1995 Foundation Program, these 
increases in state funding for COLAs count in the calculation of the supplement.  
However, local boards must in turn submit this additional funding to TRS as well as 
similar contributions for excess local personnel.  See Appendix 13-15 for list of COLAs 
granted since 1969. 
 
TRS Retirees:  A Growing Population.  The ratio of active employees to retired 
employees participating in the Teachers’ Retirement System of Alabama has changed 
dramatically over the past few decades.  Obviously, longer longevity and a reduced 
period of active service (30 years to 25 years) to draw retirement benefits has changed 
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the demographics of the TRS.  As is shown in an appendix, the ratio of active to retired 
members was 6.0 to 1 for FY 1994-75, and has declined to a ratio of 2.6 to 1 budgeted 
for FY 1999-2000.  The number of retired members has increased by nearly 300% in 
the same period.  The results of these changing demographics are demonstrated in 
Figure 13-2. 
 
 The financial impact on present and future appropriations for education from the 
ETF is significant.  The past practice of providing COLAs for retirees at a rate 
approximating COLAs for actives is becoming more expensive each year, diminishing 
the funds available for active pay raises.  While new teacher units have been added 
over the past quadrennium, the prospect of increasing TRS active membership is 
unlikely.  At the same time the political clout of retirees must increase as their 
membership grows.  The pressure on the political leadership of the state will increase 
as these two groups, once with a single unified message, finds themselves at cross-
purposes in the competition for new dollars from the ETF. 
 
Public Education Employees Health Insurance Program.  In the case of the retirement 
system, all active employees who vest can become retirees.  In the cast of the Public 
Education Employees Health Insurance Program (PEEHIP), the situation is different.  The 
statute creating PEEHIP provides coverage to active employees whose agencies are 
under the auspices of the State Board of Education (public schools and two year college 
system) and the Alabama Institute for Deaf and Blind, Alabama School of Mathematics 
and Science, and the Alabama School of Fine Arts.  Prior to FY 1995-96, an annual 
appropriation was made to the governing board of his program considered adequate to 
provide the approved program of health insurance for covered members.  Currently, the 
annual education appropriations bill specifies the amount per month per covered 
employee which shall be paid to PEEHIP by the respective covered agencies.  For FY 
2004-2005, this amount is $583.00 per employee per month or $6,996.00 per employee 
per annum. 
 
 However, this amount is calculated to cover the cost of more than the current active 
employees enrolled in the system.  The benefits of PEEHIP extend to retirees as well.  
The premium per active employee includes an amount to partially fund the cost of 
coverage for retired employees.  This provision began in FY 1984-85 (Code of Alabama 
1975, Section 16-25A-17).  Eligible retirees are not limited to retirees of the agencies 
participating in the coverage for active employees.  Rather, an eligible retired employee is 
any person receiving a monthly benefit from the Teacher’s Retirement System.  This 
includes retirees who were employed by senior institutions of higher education.  Since the 
funding for all members (active and retired) must be included in the single premium per 
month, funding for retirees from senior institutions of higher education is included in the 
1995 Foundation Program.  
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Figure 13-2 
Active and Retired Employees of Teachers’ Retirement System of Alabama 
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 In addition, this same amount must be paid by local boards of education on local 
funded employees, as well as the other agencies identified above.  While these agencies 
do not have a cost determination formula which incorporates the monthly premium cost in 
their annual legislative appropriation, they must pay this specified premium to PEEHIP.  
Therefore, these agencies must bear a mandated cost for retirees, even for those retirees 
which were never their employees.  In addition, as the ratio of retired to active employees 
continues to grow, the premium cost will continue to rise.  This increase will be 
independent of the coverage provided active employees and the claims experience.  Each 
year the number of retirees increases, the premium cost must increase to provide for their 
coverage (Code of Alabama 1975, Section 16-25A-1).  
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Figure 13-3 
Active and Retired Employees 

of Public Education Employees Health Insurance Program 
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. 
PEEHIP Amended to Assign Retirees Cost to Institutions of Higher Education, 2003.   
When PEEHIP was approved by the Legislature, provision was made for institutions of 
higher education to become apart of the program by assuming the state cost for the 
program.  At this time, the state cost for K-14 was paid on behalf by the State.  To date, 
only Jacksonville State University has taken advantage of this provision.  However, by an 
Opinion of the Attorney General dated August 29, 1984, a conclusion was reached that the 
coverage granted to retired employees (k-14) includes any person receiving a monthly 
benefit from the state Teachers’ Retirement System who at the time of their retirement was 
employed by a post-secondary institution (Opinion of Attorney General, Number 84-00431, 
August 29, 1984).  Since the PEEHIP rate for active employees included then and today 
an amount for retiree’s health care insurance, such rate as applied to active employees of 
K-14 would also contain sufficient funding to provide health care insurance for retirees of 
institutions of higher education. 
 
 The Legislature amended this practice in 2003 to bill institutions of higher education 
not participating in PEEHIP for active employees for the health care insurance costs of 
their retirees: 
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§ 16-25A-8  Funding of health insurance plan; report to Legislature; 
payment of costs by employees; dependent coverage; fund created; 
custodian; deposits; payment of premiums into fund. 
 
(i) Each university which has not elected to participate in the Public 
Education Employees' Health Insurance Plan shall pay the cost of insuring 
each employee retired from such university who elects to participate under 
the Public Education Employee Health Insurance Plan. Such costs shall 
be determined in the same manner as is determined for all other retired 
employees by using the previous fiscal year's claims for all retired 
employees increased by the expected claims trend for the current fiscal 
year, as provided by the Public Education Employees' Health Insurance 
Board's claims administrator. Such amount shall be reduced by the 
premiums to be paid by the retired employees during the current fiscal 
year. The Public Education Employees' Health Insurance Board shall 
invoice each university monthly, and the university shall pay the board 
within 30 days of the date of the date of the invoice. If payment is not 
made within 30 days, the Department of Finance is hereby authorized to 
pay the amount due to the Public Education Employees' Health Insurance 
Fund directly from funds appropriated to the university (Code of Alabama 
1975, Section 16-25A-8). 

 
This provision was effective October 1, 2003.  The costs assigned to institutions of higher 
education follow in Table 13-19. 
 

Table 13-19 
Institutions of Higher Education Cost of Retirees for PEEHIP 

Fiscal Charge to Institutions
Year of Higher Education

2003-2004 24,200,000.00$        
2004-2005 31,100,000.00$        
2005-2006 35,000,000.00$         

 
 
Other Current Expense 
 
 In the 1935 Foundation Program, the term "other current expense" was adopted from 
a 1927 program of the state which funded teachers' salaries and expenses of the current 
school year in addition to salaries.  This amount in 1927 was fixed at 25% of the amount 
for salaries.  The 1935 Foundation Program left the determination of the amount of Other 
Current Expense to be determined by the State Board of Education as a uniform fixed 
percentage.  This, of course, did not include funding for transportation.  However, the 
common practice of the Legislature came to be the enrolling of a specific amount in the 
annual education appropriations bill.  This process was retained in the 1995 Foundation 
Program.  This amount was determined to be $12,430.29 for FY 2004-05.  Please note 
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that this is not an amount determined by a calculation specified in the 1995 Foundation 
Program.  
 
 The purpose of "Other Current Expense" in the 1995 Foundation Program is a 
uniform amount per earned teacher unit which is to approximate all funding previously 
earned through line items and aid programs which is not provided for in the 1995 
Foundation Program under the cost factors of salaries, fringe benefits, and classroom 
instructional support.  This factor is expected to provide funding for administrative costs, 
salary support for principals and other administrative staff, support personnel salaries and 
fringe benefits, salaries above the allocation amount, fringe benefits for local funded 
education personnel, additional teachers, central office costs, utilities, facility maintenance, 
travel, and any other expenses incurred in the normal operation of the day school. 
 
Classroom Instructional Support 
 
 After the enactment of the 1935 Foundation Program, the legislature began to enact 
new programs as categorical aid to enhance the classroom learning process.  Each of the 
following items has a previous history of appropriations from the state but were not 
clustered to appropriately identify their purpose.  These items collectively constitute direct 
classroom instructional support and have been combined for a new cost factor in the 1995 
Foundation Program.   
 

(1) Textbooks 
 
 The costs for student textbooks are calculated on a per student basis based on the 
first 40 day ADM, now different from the ADM for calculating teacher units which was 
amended  by Senate Bill 48 in the First Special Session of 2005 to the first 20 scholastic 
days following Labor Day.  A recommendation is made by the State Board of Education on 
an annual basis for the amount per child for textbooks. This amount is set at $67.50 per 
child enrolled for FY 2005-06. These allocations are expended by the local board of 
education and are not distributed to local schools.  
 

(2) Library Enhancement. 
 
 This is a uniform amount which shall be multiplied by the number of teacher units 
earned.  The appropriation is for K-12 Public School Library/Media Centers and may be 
spent for book binding, repair, CD ROMs, computer software, computer equipment, 
cataloging, audio-visual materials, newspapers, magazines, recordings, and video tapes.  
This amount was set at $200.00 per teacher unit for FY 2005-06 and allocations are 
expended by the school budget committee. 
 

(3) Classroom Materials and Supplies Amended, 2005 
Renamed Student Materials 

 
 Classroom materials and supplies, since 1995, were available at the school level to 
be expended for two purposes.  The first was “common purchases” which were to support 
the general operations of the instructional program of the school.  Examples would be 
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copier leases and copy paper.  This amount for common purchases was determined 
annually by the school budget committee and limited the amount available for each 
teacher to expend for materials for students.   The Legislature for FY 2006 renamed this 
category as Student Materials and set a phase-in procedure whereby, when implemented, 
no future common purchases could be made from this allocation (Acts of Alabama, No 
2005-198).  The amount per earned teacher unit for Student Materials for FY 2005-056 
was set at $525.00.  
 

(4) Professional Development 
  
 Professional development funds are set as a uniform amount per earned teacher unit 
which may be used for individual or collective activities.  For FY 2005-06, this uniform 
amount was set at $90.00 per earned teacher unit.  Expenditures must be approved by the 
school budget committee. In addition, funding for the university based teacher centers is 
continued as a line item for institutions of higher education.   
 

(5) Technology 
 
 Technology is set up as a uniform amount per earned teacher unit and is to be used 
for the implementation and ongoing support of educational technology.  The uniform 
amount for FY 2004-05 was $181.00.  .  Expenditures must be approved by the school 
budget committee. 
 

(6) Common Purchases 
 

 The Legislature in the 2005 Regular Session amended § 6-1-8.1 to create a new 
item of appropriation entitled Common Purchases.  The amount appropriated was $100.00 
per earned teacher unit for FY 2005-06.  This amount can be supplemented by up to 
$100.00 from Student Materials for Common Purchases as approved by the school budget 
committee.  However, this flexibility is permitted only until the Legislature appropriates 
$200.00 for Common Purchases at which time no Student Materials funds by statute can 
be used for Common Purchases (Acts of Alabama, No. 2005-198). 

 
 The sum of these six categories constitutes a local school system allotment for 
classroom instructional support. 
 

Total Cost of the 1995 Foundation Program 
 
 The sum of the four cost factors (1. Salaries; 2. Fringe Benefits; 3. Other Current 
Expense; and 4. Classroom Instructional Support) by school site represents the 
foundation program cost for that school.  The sum of the amounts of the school sites 
constituting a local school system is the foundation program cost for that local school 
system.  This cost is designed to be shared among two revenue sources; the first is local 
revenues, and the second is a state appropriation from the Education Trust Fund. 
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Required Local Effort from Local Tax Funds 
 
 Required Local Effort or Chargeback is the amount of local revenue which is 
calculated as being available for defined state educational purposes.  For FY 1995-96, this 
was defined as being the tax-based equivalent of the yield of five mills of school district 
tax.  The chargeback for FY 1996-97 increased to 7.5 equivalent mills and for FY 1997-98 
to 10.0 equivalent mills.  Since these locally collected revenues are being calculated in the 
cost of the Foundation Program which allocates by teacher units, a number of what were 
previously currently funded teacher units are now calculated as state units (Foundation 
Program Units 
 
Education Trust Fund (ASETF, ETF) Appropriations from State 
 
 The financial resources of the Public School Fund (the Educational Fund, 1956) as 
defined by the Constitution of 1901 soon proved inadequate to meet the growing 
educational needs of the State.  As equalization of a seven-month school term was a 
major issue in the gubernatorial election of 1927, two problems faced the administration of 
newly elected Governor Bibb Graves.  The first was finding new sources of revenue and 
the second was equitably distributing these funds.  The sources of revenue problem was 
addressed in June of 1927 with the creation of the Alabama Special Education Trust Fund 
(ASETF).  This fund was a provision of the General Revenue Bill of 1927 known as the 
Tunstall Revenue Bill (Act 163, 1927) signed by Governor Graves on July 22, 1927.  
Section 2 of this Act identified a series of franchise and excise taxes on business interests 
for the exclusive benefit of education. 
 

Source of Revenues to ETF 
 

 These were placed on the gross receipts of intra-state railroad business, on the 
gross receipts of telephone and telegraph companies, on the gross receipts of express 
companies, on kilowatt hours of hydroelectric companies, on the mining of coal, iron ore, 
sand, gravel slag, and mineral products, a flat tax on sleeping car companies, and a tax of 
15% on the wholesale price of cigars, cigarettes and cheroots (Sections 2-A through 2-J).  
Section 2-K earmarked the proceeds as follows: 
 
  All revenue collected under provisions of Section Two (2), 2-A, 2-B, 2-C, 2-E, 2-

F, 2-G, 2-H, 2-I, and 2-J of this Act shall be paid to the State Tax Commission of the 
State of Alabama by check or draft made payable to the State Treasurer and shall be 
set apart as a Trust Fund for Educational Purposes only, to be designated as the 
Alabama Special Educational Trust Fund, and shall be kept separate and apart from 
all other funds in the State Treasury, and shall be paid out by the Treasurer on lawful 
appropriations for education purposes (Acts of Alabama, 1927, No 163, pp. 139-
148).  

 
 While many statutory changes have occurred to this Fund over the past 70 years, the 
majority of changes have been the addition and deletion of taxes.  Major taxes which have 
been added are the lion's share of the Income Tax and the Sales Tax.  This fund is 

    
  371        
     



Alabama Public School Finance Reference 
Budgeting - The 1995 Foundation Program 
 
 
discussed more fully in another section.  The other major change has been the renaming 
of the ASETF as the Education Trust Fund in 1995 (Act 95-264) by House Bill 293. 
 

Calculation of the ETF Allocation to Local Boards of Education 
 
 From the total calculated cost of the Foundation Program is subtracted the Required 
Local Effort funds or Chargeback.  This is the yield of ten mills of school district tax 
calculated for each local board of education.  The balance of the funding due the 1995 
Foundation Program is annually appropriated from the Education Trust Fund.  Although 
the foundation program cost is calculated for each local school site, the state amount from 
the ETF is distributed on a equal monthly basis to the local school system.  The Education 
Trust Fund allocation is requested monthly by the State Superintendent of Education and 
the State Comptroller distributes the amount by electronic transfer as soon in the month as 
tax receipts are available to be expended in accordance with the provisions of the 
Foundation Program.  Under normal cash flow circumstances, this could be as early as the 
of third week of each month.  Under restricted cash flow circumstances, this could be at 
the end of each month or later.   
 

Summary and Conclusions 
 
 The 1995 Foundation Program, which was constructed and championed by the 
administration of Governor Fob James, does attempt to rectify some of the technical 
problems addressed in the Equity Funding Lawsuit.  While technically not a part of the 
1995 Foundation Program, the funding of Transportation, At-Risk Students, and Capital 
Outlay provided as categorical aid programs do make a significant improvement for local 
public schools.  These programs are often mistakenly referred to as a part of the 1995 
Foundation Program.  However, they are categorical programs. 
 
 Inside the 1995 Foundation Program, the allocation of fringe benefits and the 
inclusion of a chargeback to local boards of education based upon local tax wealth ,also 
addresses issues involved in the Equity Funding Lawsuit.  However, questions persist as 
to the validity of the measure of local tax wealth and to how well the fundamental issues of 
adequacy and equity have been addressed.  In addition, since the 1995 Foundation 
assumes that all educational needs previously were as special education or vocational 
education needs, have been defined to be uniformly distributed across 127 school 
systems and each school building site, there is little or no component to address the issue 
of vertical equity.  Compliance with the liability order in terms of adequacy, equity, and 
fairness of tax capacity and effort remain to be determined. 
 

Appendices to Follow 
 

THE 1995 FOUNDATION PROGRAM 
 
Appendix 13-1  Statutory State Pay Raises for Teachers with Years of 

Proration of ETF, FY 1970 to FY 2005 
Appendix 13-2  Input Variables for 1995 Foundation Program and Categorical 

Aid Programs 
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Appendix 13-3 Calculation of Regular Classroom Divisors 
Appendix 13-4  SACS Standards for Calculating Instructional Support Units, 

2001 
Appendix 13-5 Adjustment of Divisor for Special Education, Example 1 
Appendix 13-6 Adjustment of Divisor for Special Education, Example 2  
Appendix 13-7 1995 Foundation Program Salary Matrix for FY 2005 
Appendix 13-8 1995 Foundation Program Salary Matrix, FY 1996 to FY 2005 
Appendix 13-9   Cost Factors of PEEHIP 
Appendix 13-10   Graph of Active and Retired Members of PEEHIP 
Appendix 13-11  Employer Cost for PEEHIP, FY 1983-84 to FY 2002-2003 
Appendix 13-12 Cost Factors of TRS 
Appendix 13-13  Active and Retired Members of TRS 
Appendix 13-14 Employer Rate for TRS 
Appendix 13-15 TRS COLAs for Retirees from 1969 to 2005 
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Appendix 13-1 
Statutory State Pay Raises for Teachers with  
Annual Increase in CPI, FY 1970 to FY 2006 

Fiscal Governor Percent Salary Cumulative Proration Calendar All Urban Fiscal 
Year Notes of Budget Increase Base Increase Percentage Uear CPI Year

1969-70 Brewer n/a $1.0000 n/a 1970 5.72% 1969-70
1970-71 Brewer 8.20% $1.0820 8.20% 1971 4.38% 1970-71
1971-72 Wallace 5.00% $1.1361 13.61% 1972 3.21% 1971-72
1972-73 Wallace 4.76% $1.1902 19.02% 1973 6.22% 1972-73
1973-74 Wallace 13.73% $1.3536 35.36% 1974 11.04% 1973-74
1974-75 Wallace 0.00% $1.3536 35.36% 1975 9.13% 1974-75
1975-76 Wallace 13.78% $1.5401 54.01% 1976 5.76% 1975-76
1976-77 Wallace 0.00% $1.5401 54.01% 1977 6.50% 1976-77
1977-78 Wallace 12.47% $1.7322 73.22% 1978 7.59% 1977-78
1978-79 Wallace 11.08% $1.9241 92.41% 1979 11.35% 1978-79
1979-80 a James 0.00% $1.9241 92.41% 2.98% 1980 13.50% 1979-80
1980-81 James 16.00% $2.2319 123.19% 6.14% 1981 10.32% 1980-81
1981-82 James 0.00% $2.2319 123.19% 3.57% 1982 6.16% 1981-82
1982-83 James 15.00% $2.5667 156.67% 1983 3.21% 1982-83
1983-84 Wallace 0.00% $2.5667 156.67% 0.00% 1984 4.32% 1983-84
1984-85 Wallace 15.00% $2.9517 195.17% 1985 3.56% 1984-85
1985-86 b Wallace 13.00% $3.3355 233.55% 1986 1.86% 1985-86
1986-87 Wallace 0.00% $3.3355 233.55% 4.21% 1987 3.65% 1986-87
1987-88 Hunt 0.00% $3.3355 233.55% 0.00% 1988 4.14% 1987-88
1988-89 Hunt 7.50% $3.5856 258.56% 1989 4.82% 1988-89
1989-90 Hunt 0.00% $3.5856 258.56% 1990 5.40% 1989-90
1990-91 Hunt 8.00% $3.8725 287.25% 6.50% 1991 4.21% 1990-91
1991-92 Hunt 0.00% $3.8725 287.25% 3.00% 1992 3.01% 1991-92
1992-93 Hunt 0.00% $3.8725 287.25%  1993 2.99% 1992-93
1993-94 Hunt 6.50% $4.1242 312.42%  1994 2.56% 1993-94
1994-95 Folsom 8.50% $4.4748 347.48% 1995 2.83% 1994-95
1995-96 c James 0.00% $4.4748 347.48%  1996 2.95% 1995-96
1996-97 James 4.00% $4.6537 365.37%  1997 2.29% 1996-97
1997-98 d James 0.00% $4.6537 365.37% 1998 1.56% 1997-98
1998-99 e James 8.50% $5.0493 404.93% 1999 2.21% 1998-99
1999-00 f Siegelman 1.11% $5.1054 410.54% 2000 3.36% 1999-00
2000-01 Siegelman 4.00% $5.3096 430.96% 6.20% 2001 2.85% 2000-01
2001-02  Siegelman 0.00% $5.3096 430.96%  2002 1.58% 2001-02
2002-03 g Siegelman 3.00% $5.4689 446.89% 4.41% 2003 2.28% 2002-03
2003-04  Riley 0.00% $5.4689 446.89%  2004 1.47% 2003-04
2004-05 Riley 0.00% $5.4689 446.89% 2005 1.66% 2004-05
2005-06 h Riley 6.00% $5.7971 479.71% 2006 2.21% 2005-06

a Does not include a one-time bonus of 1.75%, which not considered to be a pay raise.
b Based upon a 5.0% pay raise for all teachers plus an additional salary allocation of 10.00% for qualifying teachers.

d The minimum teachers' salary was increased to 97.50% of the state salary matrix.
e The minimum teachers' salary was increased to 100.00% of the state salary matrix.

hCPI  for 2004 through 2006 estimated.

g Proration was offset by withdrawal from the ETF Rainy Day Fund.

fThe salary matrix was adjusted by a factor of 182/180 to reflect increased contract period of two days.

c The required minimum teacher salary of 95.00% of the state salary matrix in the 1995 Foundation Program resulted in pay raises for some teachers which 
averaged 2.55%  but was not considered to be a state pay raise.
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Appendix 13-2.1 
Input Variables for 1995 Foundation Program and Categorical Aid Programs 

 Act 95-748 Act 96-770 Act 97-856 Act 98-504 Act 99-434 Act 2000-594
Description of Variables FY 1995-1996 FY1996-1997 FY 1997-1998 FY1998-1999 FY1999-2000 FY2000-2001

1995 FOUNDATION PROGRAM
I.  Grade Divisors:

K  16.00 15.00 14.00 14.00 14.00 13.80

1  16.00 15.00 14.00 14.00 14.00 13.80

2  16.00 15.00 14.00 14.00 14.00 13.80

3  16.00 15.00 14.00 14.00 14.00 13.80

4  24.00 23.00 22.00 22.00 22.00 22.00

5  24.00 23.00 22.00 22.00 22.00 22.00

6  24.00 23.00 22.00 22.00 22.00 22.00

7  23.00 22.00 21.00 21.00 21.00 21.00

8  23.00 22.00 21.00 21.00 21.00 21.00

9  20.00 19.00 18.00 18.00 18.00 18.00

10  20.00 19.00 18.00 18.00 18.00 18.00

11  20.00 19.00 18.00 18.00 18.00 18.00

12  20.00 19.00 18.00 18.00 18.00 18.00

II.  Student Count & Earned Units
Student Contact Days 175 175 175 175 175 175

Teacher Contract Days 180 180 180 180 182 182

Average Daily Membership 730,846.37          734,252.15         739,624.04          739,132.39            736,606.22         732,660.93            

 A.  Classroom Teacher Units 37,074.47            39,515.86           42,207.94            42,217.67              42,092.73           42,054.91              

 B.  Instructional Support Units

 1.  Principals 1,627.41              1,229.00             1,253.00              1,263.50                1,257.00             1,252.50                

 2.  Assistant Principals 476.50                 476.50                477.50                 560.00                   572.00                574.00                   

 3.  Counselors 1,318.29              1,275.00             1,282.50              1,295.50                1,249.50             1,241.50                

 4.  Library/Media 1,520.25              1,466.75             1,487.00              1,560.00                1,543.75             1,538.00                

 5.  Vocational Principals 71.00                   71.00                  73.00                   73.00                     73.00                  73.00                     

 6.  Vocational Counselors 51.79                   51.79                  54.29                   54.29                     54.29                  54.29                     

Subtotal Instructional Support Units 5,065.24              4,570.04             4,627.29              4,806.29                4,749.54             4,733.29                

 Total Regular Teacher Units 1 42,139.71            44,085.90           46,835.23            47,023.96              46,842.27           46,788.20              

 C.  Current Teacher Units 316.26                 389.02                464.98                 399.05                   287.95                290.44                   

Total All Teacher Units  42,455.97            44,474.92           47,300.21            47,423.01              47,130.22           47,078.64              

Foundation % Cost ETF 95.66% 93.42% 91.47% 91.40% 91.00% 90.68%

Foundation % Cost Chargeback 4.34% 6.58% 8.53% 8.60% 9.00% 9.32%

Teacher Units ETF 40,614.30            41,547.15           43,267.42            43,346.47              42,887.95           42,688.71              

Teacher Units Chargeback 1,841.67              2,927.77             4,032.79              4,076.54                4,242.27             4,389.93                

III.  Cost Factors:
 A.  Salary Matrix

  1.  Starting Cell 24,887.00$          25,882.00$         25,882.00$          28,082.00$            28,394.02$         28,678.00$            

  2,  Annual Percent Increase 0.00% 4.00% 0.00% 8.50% 1.11% 4.00%

 B.  Fringe Benefits

 1.  FICA  6.20% 6.20% 6.20% 6.20% 6.20% 6.20%

 2.  Medicare 1.45% 1.45% 1.45% 1.45% 1.45% 1.45%

 3.  Unemployment Compensatio 0.125% 0.125% 0.125% 0.125% 0.125% 0.125%

 4.  PEEHIP Amount per Month $210.50 $165.00 $200.00 $225.00 $317.00 $345.00

 5.  TRS 9.23% 9.23% 9.66% 4.03% 6.38% 6.38%

 6.  Number Days Sick Leave 5 5 5 5 5 5

        Sick Leave per Day $35.00 $35.00 $35.00 $35.00 $35.00 $35.00

 7.  Number Days Personal Leav 2 2 2 2 2 2

        Personal Leave per Day $35.00 $35.00 $35.00 $35.00 $35.00 $35.00

C.  Classroom Instructional Support

 1.  Student Materials $500.00 $500.00 $500.00 $500.00 $500.00 $525.00

2.  Common Purchases4 n/a n/a n/a n/a n/a n/a

 3.  Professional Development $60.00 $60.00 $60.00 $60.00 $60.00 $60.00

 4.  Library Enhancement $135.00 $135.00 $135.00 $135.00 $135.00 $135.00

 5.  Technology $75.00 $200.00 $75.00 $75.00 $75.00 $181.00

 6.  Textbooks $50.00 $50.00 $52.50 $52.50 $52.50 $57.50

 D.  Other Current Expense $9,958.55 $10,380.39 $10,231.41 $10,429.34 $11,275.29 $12,054.33  
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Appendix 13-2.2 (continued) 
Input Variables for 1995 Foundation Program and Categorical Aid Programs 

 Act 2001-639 Act 2002-296 Act 2003-438 Act 2004-456 Act 2005-173
Description of Variables FY2001-2002 FY2002-2003 FY 2003-2004 FY 2004-2005 FY 2005-2006

1995 FOUNDATION PROGRAM
I.  Grade Divisors:

K  13.80 13.80 13.80 13.80 13.80

1  13.80 13.80 13.80 13.80 13.80

2  13.80 13.80 13.80 13.80 13.80

3  13.80 13.80 13.80 13.80 13.80

4  22.00 22.00 22.00 22.00 22.00

5  22.00 22.00 22.00 22.00 22.00

6  22.00 22.00 22.00 22.00 22.00

7  21.00 21.00 21.00 21.00 21.00

8  21.00 21.00 21.00 21.00 21.00

9  18.00 18.00 18.00 18.00 18.00

10  18.00 18.00 18.00 18.00 18.00

11  18.00 18.00 18.00 18.00 18.00

12  18.00 18.00 18.00 18.00 18.00

II.  Student Count & Earned Units
Student Contact Days 175 175 175 175 175

Teacher Contract Days 182 182 182 182 182

Average Daily Membership 731,254.34           730,170.03            731,505.56          732,461.91         733,925.73         

 A.  Classroom Teacher Units 41,880.59             41,745.05              41,769.61            41,829.82           41,965.00           

 B.  Instructional Support Units  

 1.  Principals 1,267.00               1,273.50                1,276.50              1,279.50             1,290.00             

 2.  Assistant Principals 564.00                  557.50                   562.50                 630.50                697.50                

 3.  Counselors 1,237.00               1,241.00                1,253.00              1,258.00             1,464.50             

 4.  Library/Media 1,549.25               1,548.50                1,548.00              1,569.00             1,703.75             

 5.  Vocational Principals 73.00                    73.00                     73.00                   73.00                  73.00                  

 6.  Vocational Counselors 54.29                    54.29                     54.29                   54.29                  54.29                  

Subtotal Instructional Support Units 4,744.54               4,747.79                4,767.29              4,864.29             5,283.04             

 Total Regular Teacher Units 1 46,625.13             46,492.84              46,536.90            46,694.11           47,248.04           

 C.  Current Teacher Units 310.69                  206.37                   258.27                 258.27                393.19                

Total All Teacher Units  46,935.82             46,699.21              46,795.17            46,952.38           47,641.23           

Foundation % Cost ETF 89.09% 88.87% 88.40% 88.53% 88.89%

Foundation % Cost Chargeback 10.91% 11.13% 11.60% 11.47% 11.11%

Teacher Units ETF 41,815.26             41,503.68              41,365.80            41,568.91           42,350.16           

Teacher Units Chargeback 5,120.56               5,195.53                5,429.37              5,383.47             5,291.07             

III.  Cost Factors:
 A.  Salary Matrix

  1.  Starting Cell 28,678.00$           29,538.00$            29,538.00$          29,538.00$         31,310.28$         

  2,  Annual Percent Increase 0.00% 3.00% 0.00% 0.00% 6.00%

 B.  Fringe Benefits

 1.  FICA  6.20% 6.20% 6.20% 6.20% 6.20%

 2.  Medicare 1.45% 1.45% 1.45% 1.45% 1.45%

 3.  Unemployment Compensatio 0.125% 0.125% 0.125% 0.125% 0.125%

 4.  PEEHIP Amount per Month $414.00 $433.00 $479.00 $583.00 $668.00

 5.  TRS 5.96% 5.02% 6.56% 7.03% 8.17%

 6.  Number Days Sick Leave 5 5 5 5 5

        Sick Leave per Day $35.00 $35.00 $35.00 $35.00 $35.00

 7.  Number Days Personal Leave 2 2 2 2 2

        Personal Leave per Day $35.00 $35.00 $35.00 $35.00 $35.00

C.  Classroom Instructional Support

 1.  Student Materials $525.00 $525.00 $584.00 $525.00 $525.00

2.  Common Purchases4 n/a n/a n/a n/a $100.00

 3.  Professional Development $60.00 $60.00 $0.00 $60.00 $90.00

 4.  Library Enhancement $135.00 $135.00 $0.00 $135.00 $200.00

 5.  Technology $181.00 $181.00 $0.00 $181.00 $181.00

 6.  Textbooks $57.50 $57.50 $7.19 $57.50 $67.50

 D.  Other Current Expense $9,932.29 $11,079.86 $11,507.17 $12,430.29 $13,930.75  
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Appendix 13-2.3 (continued) 
Input Variables for 1995 Foundation Program and Categorical Aid Programs 

 Act 2001-639 Act 2002-296 Act 2003-438 Act 2004-456 Act 2005-173
Description of Variables FY2001-2002 FY2002-2003 FY 2003-2004 FY 2004-2005 FY 2005-2006

1995 FOUNDATION PROGRAM
I.  Grade Divisors:

K  13.80 13.80 13.80 13.80 13.80

1  13.80 13.80 13.80 13.80 13.80

2  13.80 13.80 13.80 13.80 13.80

3  13.80 13.80 13.80 13.80 13.80

4  22.00 22.00 22.00 22.00 22.00

5  22.00 22.00 22.00 22.00 22.00

6  22.00 22.00 22.00 22.00 22.00

7  21.00 21.00 21.00 21.00 21.00

8  21.00 21.00 21.00 21.00 21.00

9  18.00 18.00 18.00 18.00 18.00

10  18.00 18.00 18.00 18.00 18.00

11  18.00 18.00 18.00 18.00 18.00

12  18.00 18.00 18.00 18.00 18.00

II.  Student Count & Earned Units
Student Contact Days 175 175 175 175 175

Teacher Contract Days 182 182 182 182 182

Average Daily Membership 731,254.34           730,170.03            731,505.56          732,461.91         733,925.73         

 A.  Classroom Teacher Units 41,880.59             41,745.05              41,769.61            41,829.82           41,965.00           

 B.  Instructional Support Units  

 1.  Principals 1,267.00               1,273.50                1,276.50              1,279.50             1,290.00             

 2.  Assistant Principals 564.00                  557.50                   562.50                 630.50                697.50                

 3.  Counselors 1,237.00               1,241.00                1,253.00              1,258.00             1,464.50             

 4.  Library/Media 1,549.25               1,548.50                1,548.00              1,569.00             1,703.75             

 5.  Vocational Principals 73.00                    73.00                     73.00                   73.00                  73.00                  

 6.  Vocational Counselors 54.29                    54.29                     54.29                   54.29                  54.29                  

Subtotal Instructional Support Units 4,744.54               4,747.79                4,767.29              4,864.29             5,283.04             

 Total Regular Teacher Units 1 46,625.13             46,492.84              46,536.90            46,694.11           47,248.04           

 C.  Current Teacher Units 310.69                  206.37                   258.27                 258.27                393.19                

Total All Teacher Units  46,935.82             46,699.21              46,795.17            46,952.38           47,641.23           

Foundation % Cost ETF 89.09% 88.87% 88.40% 88.53% 88.89%

Foundation % Cost Chargeback 10.91% 11.13% 11.60% 11.47% 11.11%

Teacher Units ETF 41,815.26             41,503.68              41,365.80            41,568.91           42,350.16           

Teacher Units Chargeback 5,120.56               5,195.53                5,429.37              5,383.47             5,291.07             

III.  Cost Factors:
 A.  Salary Matrix

  1.  Starting Cell 28,678.00$           29,538.00$            29,538.00$          29,538.00$         31,310.28$         

  2,  Annual Percent Increase 0.00% 3.00% 0.00% 0.00% 6.00%

 B.  Fringe Benefits

 1.  FICA  6.20% 6.20% 6.20% 6.20% 6.20%

 2.  Medicare 1.45% 1.45% 1.45% 1.45% 1.45%

 3.  Unemployment Compensatio 0.125% 0.125% 0.125% 0.125% 0.125%

 4.  PEEHIP Amount per Month $414.00 $433.00 $479.00 $583.00 $668.00

 5.  TRS 5.96% 5.02% 6.56% 7.03% 8.17%

 6.  Number Days Sick Leave 5 5 5 5 5

        Sick Leave per Day $35.00 $35.00 $35.00 $35.00 $35.00

 7.  Number Days Personal Leave 2 2 2 2 2

        Personal Leave per Day $35.00 $35.00 $35.00 $35.00 $35.00

C.  Classroom Instructional Support

 1.  Student Materials $525.00 $525.00 $584.00 $525.00 $525.00

2.  Common Purchases4 n/a n/a n/a n/a $100.00

 3.  Professional Development $60.00 $60.00 $0.00 $60.00 $90.00

 4.  Library Enhancement $135.00 $135.00 $0.00 $135.00 $200.00

 5.  Technology $181.00 $181.00 $0.00 $181.00 $181.00

 6.  Textbooks $57.50 $57.50 $7.19 $57.50 $67.50

 D.  Other Current Expense $9,932.29 $11,079.86 $11,507.17 $12,430.29 $13,930.75  
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Appendix 13-2.4 (continued) 
Input Variables for 1995 Foundation Program and Categorical Aid Programs 

 Act 2001-639 Act 2002-296 Act 2003-438 Act 2004-456 Act 2005-173
Description of Variables FY2001-2002 FY2002-2003 FY 2003-2004 FY 2004-2005 FY 2005-2006

IV.  Calculation of Program Cost
 A.  Salary Allocations 1,721,625,471$    1,768,687,772$     1,763,294,214$   1,782,621,673$  1,899,473,569$  

Average Teacher Salary 36,924.84$           38,042.15$            37,890.24$          38,176.59$         40,202.17$         

  Pay Raise as Percent of Prior Ye 100.00% 103.00% 100.00% 100.00% 106.00%

Predicted Salary by Pay Raise 36,761.48$           38,032.59$            38,042.15$          37,890.24$         40,467.18$         

Difference Actual vs. Predicted 163.36$                9.57$                     (151.92)$              286.35$              (265.01)$             

Percent Variance 0.4444% 0.0252% -0.3993% 0.7557% -0.6549%

 B.  Fringe Benefits

 1.  FICA  106,740,779         109,658,642          109,324,241        110,522,544       117,767,361       

 2.  Medicare 24,963,569           25,645,973            25,567,766          25,848,014         27,542,367         

 3.  Unemployment Compensatio 2,152,032             2,210,860              2,204,118            2,228,277           2,374,342           

 4.  TRS 102,608,878         88,788,126            115,672,100        125,318,304       155,186,991       

 5.  PEEHIP 230,978,328         241,571,361          267,494,110        326,672,001       378,740,289       

 6.  Personal and Sick Leave 11,423,157           11,390,746            11,401,541          11,440,057         11,575,770         

Subtotal Fringe Benefits 478,866,743         479,265,707          531,663,876        602,029,196       693,187,113       

C.  Classroom Instructional Support

  1.  Student  Materials 24,477,702           24,408,215            27,177,538          24,514,406         24,805,240         

2.  Common Purchases4 n/a n/a n/a n/a 4,724,804           

  3.  Professional Development 2,797,435             2,789,508              -                           2,801,667           4,252,329           

 4.  Library Enhancement 6,294,268             6,276,421              -                           6,303,725           9,449,608           

 5.  Technology 8,438,988             8,415,029              -                           8,451,655           8,551,901           

 6.  Textbooks 42,047,150           41,984,796            5,259,493            42,116,586         49,540,059         

Subtotal Instructional Support 84,055,543           83,873,973            32,437,031          84,188,039         101,323,941       

 D.  Other Current Expense 463,094,502         515,134,211          535,508,117        580,421,191       658,200,773       

Subtotal Foundation Program 2,747,642,259 2,846,961,663 2,862,903,238 3,049,260,099 3,352,185,396

Amount Per Teacher Unit 58,930.50$           61,234.41$            61,518.99$          65,302.89$         70,948.67$         

Add Current Teacher Units 16,910,290           12,450,935            15,859,327          16,632,848         27,483,981         

Amount Per Teacher Unit 54,428.00$           60,333.00$            61,406.00$          64,401.01$         69,900.00$         

Total Cost Foundation Program $2,764,552,549 $2,859,412,598 $2,878,762,565 $3,065,892,947 $3,379,669,377

Less Local Cost (Chargeback) (301,604,540)       (318,124,720)         (334,006,150)       (351,529,530)      (375,348,810)      

  State Cost - ETF 2,462,948,009$    2,541,287,878$     2,544,756,415$   2,714,363,417$  3,004,320,567$  

CATEGORICAL AID PROGRAMS    

A. Transportation 179,661,235$       194,389,291$        202,982,700$      231,015,176$     264,378,805$     

1.  Operating Allocation 153,868,038 167,908,728 175,920,846 199,929,446 229,167,240

2.  Fleet Renewal 25,793,197 26,480,563 27,061,854 31,085,730 35,211,565

Amount Per Chassis $4,243 $4,243 $4,243 $4,890 $5,413

Number of Chassis 6,079                    6,241                     6,378                   6,357                  6,505                  

B. Transportation Study -                           -                             -                           -                          -                          

C. Capital Outlay Program -                           -                             -                           -                          -                          

D. Salary Matrix Adjustment 17,228,683           17,685,872            17,632,960          17,826,220         18,994,724         

E. At Risk Students Program 29,878,405           30,428,405            28,169,312          30,828,405         30,828,405         

F. School Nurses Program 5,656,665             5,656,665              5,656,665            5,656,665           6,756,889           

G. Supplemental OCE 26,478,602           -                             -                           -                          -                          

H. Technology Coordinator -                           -                             -                           -                          4,585,000           

I. Board of Adjustment  Awards 562,800                562,800                 562,800               562,800              562,800              

Total Categorical Aid Programs 259,466,390         248,723,033          255,004,437        285,889,266       326,106,623       

 Grand Total - ETF 2,722,414,399$    2,790,010,911$     2,799,760,852$   3,000,252,683$  3,330,427,190$  

Public School Fund:
 A.  Endowment Interest Program 532,864$              532,864$               532,864$             532,864$            532,864$            

 B.  Hold Harmless Program 11,197,194 0 0 0 0

 C.  Capital Outlay Program 98,802,806           105,000,000          110,000,000        140,000,000       139,999,999       

D. Supplemental Appropriation 15,000,000           -                             -                           -                          -                          

Total Public School Fund 125,532,864$       105,532,864$        110,532,864$      140,532,864$     140,532,863$     

Number Mills Equalized 0.768588              0.785285               0.783979             1.027380            0.863840            

 Required Local Match 25,342,112$         24,983,644$          26,170,338$        36,115,722$       32,344,676$       

Ad Hoc Categorical Aid
 A.  At-Risk Program, SDE -$                     -$                       -$                     -$                    -$                    

 B.  APSCA2,3 Other Current Expense -$                     -$                       -$                     -$                    -$                    

 C.  APSCA3 Fleet Renewal -$                     -$                       -$                     -$                    -$                    
1Does Not Include 200 Teacher Units for FY 1999-2000 Appropriated to the SDE to adjust student/teacher ratios in grades K-3.
2Alabama Public School and College Authority, 1995, Act 95-754.
3Alabama Public School and College Authority, 1998, Act 98-373.
4Created by Act 2005-198.
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 Appendix 13-3 
Calculation of Regular Classroom Divisors 

Special Special Special Special Voc. Voc. Voc. Voc.
Stated Ed Ed. Ed. Ed. Ed. Ed. Ed. Ed. Reg.

Grades Divisor ADM Weight Factor Divisor ADM Weight Factor Divisor Divisor
 

FY 1995-96
K-3 16.00   5.00% 2.50 0.1250 2.00 0.00% 0.00 0.0000 0.00 18.00
4-6 24.00   5.00% 2.50 0.1250 3.00 0.00% 0.00 0.0000 0.00 27.00
7-8 23.00   5.00% 2.50 0.1250 2.88 7.40% 1.40 0.1036 2.38 28.26
9-12 20.00   5.00% 2.50 0.1250 2.50 16.50% 2.00 0.3300 6.60 29.10

FY 1996-97
K-3 15.00   5.00% 2.50 0.1250 1.88 0.00% 0.00 0.0000 0.00 16.88
4-6 23.00   5.00% 2.50 0.1250 2.88 0.00% 0.00 0.0000 0.00 25.88
7-8 22.00   5.00% 2.50 0.1250 2.75 7.40% 1.40 0.1036 2.28 27.03
9-12 19.00   5.00% 2.50 0.1250 2.38 16.50% 2.00 0.3300 6.27 27.65

FY 1997-98, FY 1998-99, and FY 1999-2000
K-3 14.00   5.00% 2.50 0.1250 1.75 0.00% 0.00 0.0000 0.00 15.75
4-6 22.00   5.00% 2.50 0.1250 2.75 0.00% 0.00 0.0000 0.00 24.75
7-8 21.00   5.00% 2.50 0.1250 2.63 7.40% 1.40 0.1036 2.18 25.80
9-12 18.00   5.00% 2.50 0.1250 2.25 16.50% 2.00 0.3300 5.94 26.19

Resolution of State Board of Education Limiting Class Size:
Approved September. 11, 1997 and amended January 8, 1998

K-3 18.00
4-6 26.00
7-8 29.00
9-12 29.00

To Meet Board Resolution As Calculated by LFO:
K-3 12.50 5.00% 2.50 0.1250 1.56 0.00% 0.00 0.0000 0.00 14.06
4-6 20.50 5.00% 2.50 0.1250 2.56 0.00% 0.00 0.0000 0.00 23.06
7-8 20.00 5.00% 2.50 0.1250 2.50 7.40% 1.40 0.1036 2.07 24.57
9-12 17.00 5.00% 2.50 0.1250 2.13 16.50% 2.00 0.3300 5.61 24.74

Assumptions: 
1.  Provide for free planning period.
2.  Round up teacher units earned by grade by school.

FY 2000-01, FY 2001-02, FY2002 02-03, FY 2003-04, FY 2004-05, and FY 2005-06
K-3 13.80   5.00% 2.50 0.1250 1.73 0.00% 0.00 0.0000 0.00 15.53
4-6 22.00   5.00% 2.50 0.1250 2.75 0.00% 0.00 0.0000 0.00 24.75
7-8 21.00   5.00% 2.50 0.1250 2.63 7.40% 1.40 0.1036 2.18 25.80
9-12 18.00   5.00% 2.50 0.1250 2.25 16.50% 2.00 0.3300 5.94 26.19

Resolution of State Board of Education Limiting Class Size:
Approved September. 11, 1997 and amended January 8, 1998

K-3 17.80
4-6 26.00
7-8 29.00
9-12 29.00  
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Appendix 13-4  
SACS Standards for Calculating Instructional Support Units Published  2001  

Category
Enrollment Earned Enrollment Earned Enrollment Earned Enrollment Earned

Units Units Units Units
Principal 1-263 0.5 1+ 1.0 1+ 1.0 1+ 1.0

264 up 1.0     
Assistant 1-659 0.0 1-249 0.0 1-249 0.0 1-249 0.0
Principal 660-879 0.5 250-499 0.5 250-499 0.5 250-499 0.5

880-1099 1.0 500-749 1.0 500-749 1.0 500-749 1.0
1100-1319 1.5 750-999 1.5 750-999 1.5 750-999 1.5

1320 up 2.0 1000-1249 2.0 1000-1249 2.0 1000-1249 2.0
1250 and up 2.5 1250 and up 2.5 1250 and up 2.5

Guidance 1-499 0.5 1-499 1.0 1-499 1.0 1-499 1.0
Counselor 500-749 1.0 500-749 1.5 500-749 1.5 500-749 1.5

750-999 1.5 750-999 2.0 750-999 2.0 799-999 2.0
1000-1249 2.0 1000-1249 2.5 1000-1249 2.5 1000-1249 2.5
1250-1499 2.5 1250 and up 3.0 1250 and up 3.0 1250 and up 3.0

1500 up 3.0   

Librarians7 1-263 0.5 1-249 1.0 1-249 1.0 1-249 1.0
264-439 1.0 250-499 1.0 250-499 1.0 250-499 1.0
440-659 1.0 plus 0.5 aide plus 0.5 aide plus 0.5 aide

plus 0.5 aide 500-999 1.0 500-999 1.0 500-999 1.0
660 up 1.0 plus 1.00 aide plus 1.00 aide plus 1.00 aide

plus 1.00 aide 1000 and up6 2.0 1000 and up6 2.0 1000 and up6 2.0
plus 1.00 aide plus 1.00 aide plus 1.00 aide

Secretaries 1-263 0.5 1-299 1.0 1-299 0.5 1-249 0.5
or Clerks 264-659 1.0 300-499 1.5 300-749 1.0 250-749 1.0

660-1099 1.5 500-649 2.0 500 up - for  750-999 1.5
1100 up 2.0 650-749 2.5 each 500 0.5 1000 up 2.0

750-999 3.5
1000-1649 4.0

1250 up - for
  each 400 1.0    

Notes:

71.0 Aide equals 0.50 units;  0.50 Aides equals 0.25 units

5Additional Staff - One staff person shall be added for each 250 students over 1,500.  The staff person may be assigned to any of the positions:  principal, 
6Other Staff - After employing one librarian or media specialist, the other position may be assigned to a technology or information specialist.

1Elementary School - A school with any combination of grades K-8 and must not contain grade above grade eight.
2Secondary School - A school with combination of grades K-5 but must contain grade above eight.
3Unit School - A school that includes grades below five and above eight with a principal on a single campus.
4Middle School - A school with a combination of grades 4-9, but not including both grades 4 and 9.

Elementary School1 Secondary School2,5 Unit School3 Middle School4
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Appendix 13-5 
Adjustment of Divisor for Special Education, Example 1 

 
Unweighted ADM to be Served 552 
        
Appropriation Divisor 13.8 
        
Teacher Units Earned 40 
        
Weighted ADM to be Served:   
  Percent ADM Special Ed. 5.00% 
  Weighting for Special Ed. 2.5 
        
  

Weighted Percent ADM for Special 
Ed. 12.50% 

        
  Additional Weighted ADM: 69 
        
Add Regular Weighted ADM: 552 
        
Total Weighted ADM to be Served: 621 
        
Overall Weighted ADM/Teacher 15.525 
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Appendix 13-6 
Adjustment of Divisor for Special Education, Example 2 
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Appendix 13-7 
1995 Foundation Program Salary Matrix for FY 2005 

 
Years of

Experience BACHELOR MASTER 6-YEAR DOCTORAL NON-DEGREE

State Minimum Salary Schedule for 182 Contract Days.
The anniversary date of experience shall be used to determine the appropriate step for experience.
An employee is entitled to pay for an advanced degree in the monthly pay period that begins after the State Superintendent
recognizes the advanced degree.  If the contract period has ended, the increase in pay will become effective with the first   
pay period of the next contract.  The advanced degree must be earned from a regionally accredited institution.

TYPE OF CERTIFICATION

$36,006

21 or greater 

$31,310

$34,440

$35,948

$36,430

$37,092

$37,938

$38,428

$38,918

less than 3

3 but less 
than 6

6 but less 
than 9

9 but less 
than 12

12 but less 
than 15

15 but less 
than 18

18 but less 
than 21

$39,606

$41,340

$41,895

$42,654

$43,629

$44,191

$45,806

$44,757

$42,705

$44,587

$45,174

$45,994

$47,043

$47,650

$48,259

$51,109

$51,762

$37,092

$37,938

$38,428

$38,918

$38,825 $41,643 $31,310

$50,456

$47,810

$48,453

$49,333

$34,440

$35,948

$36,430
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Appendix 13-8.1 
1995 Foundation Program Salary Matrix, FY 1996 to FY 2006 

FY 1995-96
Years of  Percent Six Percent  Percent No

Experience BS MS Over BS Year Over BS DO Over BS Degree
0  to < 3 24,887     28,620     115.0% 30,859     124.0% 33,099     133.0% 24,887     

Percent Over BS n/a n/a n/a n/a n/a
3  to < 6 27,375     31,482 115.0% 33,945 124.0% 36,409 133.0% 27,375

Percent Over BS 110.0% 110.0% 110.0% 110.0% 110.0%
6  to < 9 27,749     31,911 115.0% 34,408 124.0% 36,906 133.0% 27,749

Percent Over BS 111.5% 111.5% 111.5% 111.5% 111.5%
9  to < 12 28,122     32,340 115.0% 34,871 124.0% 37,402 133.0% 28,122

Percent Over BS 113.0% 113.0% 113.0% 113.0% 113.0%
12  to < 15 28,495 32,769 115.0% 35,344 124.0% 37,899 133.0% 28,495

Percent Over BS 114.5% 114.5% 114.5% 114.5% 114.5%
15  to < 18 28,868 33,199 115.0% 35,797 124.0% 38,395 133.0% 28,868

Percent Over BS 116.0% 116.0% 116.0% 116.0% 116.0%
18  to < 21 29,242 33,628 115.0% 36,260 124.0% 38,892 133.0% 29,242

Percent Over BS 117.5% 117.5% 117.5% 117.5% 117.5%
21  to < 24 29,615 34,057 115.0% 36,723 124.0% 39,388 133.0% 29,615

Percent Over BS 119.0% 119.0% 119.0% 119.0% 119%
Diagonal Value 158.27%

FY 1996-97 Pay Raise 4.00% Each Cell 104.00% of Prior Year
Years of  Percent Six Percent  Percent No

Experience BS MS Over BS Year Over BS DO Over BS Degree
0  to < 3 25,882 29,764 115.0% 32,094 124.0% 34,423 133.0% 25,882

Percent Change n/a n/a n/a n/a n/a
3  to < 6 28,470 32,741 115.0% 35,303 124.0% 37,865 133.0% 28,470

Percent Change 110.0% 110.0% 110.0% 110.0% 110.0%
6  to < 9 28,858 33,187 115.0% 35,784 124.0% 38,382 133.0% 28,858

Percent Change 111.5% 111.5% 111.5% 111.5% 111.5%
9  to < 12 29,247 33,634 115.0% 36,266 124.0% 38,898 133.0% 29,247

Percent Change 113.0% 113.0% 113.0% 113.0% 113.0%
12  to < 15 29,635 34,080 115.0% 36,747 124.0% 39,414 133.0% 29,635

Percent Change 114.5% 114.5% 114.5% 114.5% 114.5%
15  to < 18 30,023 34,527 115.0% 37,229 124.0% 39,931 133.0% 30,023

Percent Change 116.0% 116.0% 116.0% 116.0% 116.0%
18  to < 21 30,411 34,973 115.0% 37,710 124.0% 40,447 133.0% 30,411

Percent Change 117.5% 117.5% 117.5% 117.5% 117.5%
21  to < 24 30,800 35,420 115.0% 38,192 124.0% 40,963 133.0% 30,800

Percent Change 119.0% 119.0% 119.0% 119.0% 119.0%
Diagonal Value 158.27%

FY 1997-98 Pay Raise 0.00% Each Cell 100.00% of Prior Year  
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Appendix 13-8.2 (continued) 
1995 Foundation Program Salary Matrix, FY 1996 to FY 20056 

FY 1998-99 Pay Raise 8.50% Each Cell 108.50% of Prior Year
Years of  Percent Six Percent  Percent No

Experience BS MS Over BS Year Over BS DO Over BS Degree
0  to < 3 28,082 32,652 115.0% 35,208 124.0% 37,764 133.0% 28,082

Percent Over BS n/a n/a n/a n/a n/a
3  to < 6 30,890 35,524 115.0% 38,304 124.0% 41,084 133.0% 30,890

Percent Over BS 110.0% 110.0% 110.0% 110.0% 110.0%
6  to < 9 31,311 36,008 115.0% 38,826 124.0% 41,644 133.0% 31,311

Percent Over BS 111.5% 111.5% 111.5% 111.5% 111.5%
9  to < 12 31,733 36,493 115.0% 39,349 124.0% 42,204 133.0% 31,733

Percent Over BS 113.0% 113.0% 113.0% 113.0% 113.0%
12  to < 15 32,154 36,977 115.0% 39,871 124.0% 42,765 133.0% 32,154

Percent Over BS 114.5% 114.5% 114.5% 114.5% 114.5%
15  to < 18 32,575 37,461 115.0% 40,393 124.0% 43,325 133.0% 32,575

Percent Over BS 116.0% 116.0% 116.0% 116.0% 116.0%
18  to < 21 32,996 37,946 115.0% 40,915 124.0% 43,885 133.0% 32,996

Percent Over BS 117.5% 117.5% 117.5% 117.5% 117.5%
21  to < 24 33,418 38,430 115.0% 41,438 124.0% 44,445 133.0% 33,418

Percent Over BS 119.0% 119.0% 119.0% 119.0% 119.0%
Diagonal Value 158.27%

FY 1999-2000 Pay Raise* 1.11% Each Cell 101.11% of Prior Year
Years of  Percent Six Percent  Percent No

Experience BS MS Over BS Year Over BS DO Over BS Degree
0  to < 3 28,394 32,652 115.0% 35,208 124.0% 37,764 133.0% 28,394

Percent Over BS n/a n/a n/a n/a n/a
3  to < 6 31,233 35,917 115.0% 38,729 124.0% 41,539 133.0% 31,233

Percent Over BS 110.0% 110.0% 110.0% 110.0% 110.0%
6  to < 9 31,659 36,408 115.0% 39,257 124.0% 42,106 133.0% 31,659

Percent Over BS 111.5% 111.5% 111.5% 111.5% 111.5%
9  to < 12 32,084 36,897 115.0% 39,785 124.0% 42,672 133.0% 32,084

Percent Over BS 113.0% 113.0% 113.0% 113.0% 113.0%
12  to < 15 32,510 37,386 115.0% 40,313 124.0% 43,239 133.0% 32,510

Percent Over BS 114.5% 114.5% 114.5% 114.5% 114.5%
15  to < 18 32,937 37,877 115.0% 40,841 124.0% 43,805 133.0% 32,937

Percent Over BS 116.0% 116.0% 116.0% 116.0% 116.0%
18  to < 21 33,362 38,366 115.0% 41,369 124.0% 44,372 133.0% 33,362

Percent Over BS 117.5% 117.5% 117.5% 117.5% 117.5%
21  to < 24 33,788 38,857 115.0% 41,897 124.0% 44,938 133.0% 33,788

Percent Over BS 119.0% 119.0% 119.0% 119.0% 119.0%
Diagonal Value 158.27%

FY 1999-2000 added 2 days to extend contract days from 180 to 182 or an increase of 1.1111%.  
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Appendix 13-8.3 (continued) 
1995 Foundation Program Salary Matrix, FY 1996 to FY 2006 

FY 2000-2001 Pay Raise* 4.00% Modified Previous Relationships
Years of  Percent Six Percent  Percent No

Experience BS MS Over BS Year Over BS DO Over BS Degree
0  to < 3 28,678 32,979 115.0% 35,560 124.0% 38,142 133.0% 28,678

Percent Over BS n/a n/a n/a n/a n/a
3  to < 6 31,545 36,276 115.0% 39,115 124.0% 41,954 133.0% 31,545

Percent Over BS 110.0% 110.0% 110.0% 110.0% 110.0%
6  to < 9 32,925 37,864 115.0% 40,838 124.0% 43,790 133.0% 32,925

Percent Over BS 114.8% 114.8% 114.8% 114.8% 114.8%
9  to < 12 33,367 38,373 115.0% 41,376 124.0% 44,379 133.0% 33,367

Percent Over BS 116.4% 116.4% 116.4% 116.4% 116.4%
12  to < 15 33,973 39,068 115.0% 42,127 124.0% 45,185 133.0% 33,973

Percent Over BS 118.5% 118.5% 118.5% 118.5% 118.5%
15  to < 18 34,749 39,960 115.0% 43,078 124.0% 46,214 133.0% 34,749

Percent Over BS 121.2% 121.2% 121.1% 121.2% 121.2%
18  to < 21 35,197 40,476 115.0% 43,644 124.0% 46,812 133.0% 35,197

Percent Over BS 122.7% 122.7% 122.7% 122.7% 122.7%
21  to < 24 35,646 40,994 115.0% 44,201 124.0% 47,410 133.0% 35,646

Percent Over BS 124.3% 124.3% 124.3% 124.3% 124.3%
Diagonal Value 165.32%

FY 2001-2002 Pay Raise 0.00% Each Cell 100.00% of Prior Year

FY 2002-2003 Pay Raise* 3.00% Each Cell 103.00% of Prior Year
Years of  Percent Six Percent  Percent No

Experience BS MS Over BS Year Over BS DO Over BS Degree
0  to < 3 29,538 33,968 115.0% 36,627 124.0% 39,286 133.0% 29,538

Percent Over BS n/a n/a n/a n/a n/a
3  to < 6 32,491 37,364 115.0% 40,288 124.0% 43,213 133.0% 32,491

Percent Over BS 110.0% 110.0% 110.0% 110.0% 110.0%
6  to < 9 33,913 39,000 115.0% 42,063 124.0% 45,104 133.0% 33,913

Percent Over BS 114.8% 114.8% 114.8% 114.8% 114.8%
9  to < 12 34,368 39,524 115.0% 42,617 124.0% 45,710 133.0% 34,368

Percent Over BS 116.4% 116.4% 116.4% 116.4% 116.4%
12  to < 15 34,992 40,240 115.0% 43,391 124.0% 46,541 133.0% 34,992

Percent Over BS 118.5% 118.5% 118.5% 118.5% 118.5%
15  to < 18 35,791 41,129 114.9% 44,380 124.0% 47,600 133.0% 35,791

Percent Over BS 121.2% 121.1% 121.2% 121.2% 121.2%
18  to < 21 36,253 41,690 115.0% 44,953 124.0% 48,216 133.0% 36,253

Percent Over BS 122.7% 122.7% 122.7% 122.7% 122.7%
21  to < 24 36,715 42,224 115.0% 45,527 124.0% 48,832 133.0% 36,715

Percent Over BS 124.3% 124.3% 124.3% 124.3% 124.3%
Diagonal Value 165.32%

Note:  All percentages refer to BS certificate with no years of experience.

FY 2003-2004 Pay Raise 0.00% Each Cell 100.00% of Prior Year

FY 2004-2005 Pay Raise 0.00% Each Cell 100.00% of Prior Year  
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Appendix 13-8.4(continued) 
1995 Foundation Program Salary Matrix, FY 1996 to FY 2006 

FY 2005-2006 Pay Raise 6.00% Each Cell 100.00% of Prior Year
Years of  Percent Six Percent  Percent No

Experience BS MS Over BS Year Over BS DO Over BS Degree
0  to < 3 31,310 36,006 115.0% 38,825 124.0% 41,643 133.0% 31,310

Percent Over BS n/a n/a n/a n/a n/a
3  to < 6 34,440 39,606 115.0% 42,705 124.0% 45,806 133.0% 34,440

Percent Over BS 110.0% 110.0% 110.0% 110.0% 110.0%
6  to < 9 35,948 41,340 115.0% 44,587 124.0% 47,810 133.0% 35,948

Percent Over BS 114.8% 114.8% 114.8% 114.8% 114.8%
9  to < 12 36,430 41,895 115.0% 45,174 124.0% 48,453 133.0% 36,430

Percent Over BS 116.4% 116.4% 116.4% 116.4% 116.4%
12  to < 15 37,092 42,654 115.0% 45,994 124.0% 49,333 133.0% 37,092

Percent Over BS 118.5% 118.5% 118.5% 118.5% 118.5%
15  to < 18 37,938 43,629 115.0% 47,043 124.0% 50,456 133.0% 37,938

Percent Over BS 121.2% 121.2% 121.2% 121.2% 121.2%
18  to < 21 38,428 44,191 115.0% 47,650 124.0% 51,109 133.0% 38,428

Percent Over BS 122.7% 122.7% 122.7% 122.7% 122.7%
21  to < 24 38,918 44,757 115.0% 48,259 124.0% 51,762 133.0% 38,918

Percent Over BS 124.3% 124.3% 124.3% 124.3% 124.3%
Diagonal Value 165.32%

Note:  All percentages refer to BS certificate with no years of experience.
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Appendix 13-9 
Cost Factors of PEEHIP 

Percent Ratio Percent Retired State Allocation Allocation Reserve Total Change Percent Direct
Fiscal Active Change Retired Active Change Employee Employee Employer for for Fund Cost to from Change Charge to
Year Employee Prior Employee to Prior as Percent Cost Appropriation Active Retired Cost Per State Per Prior Prior Institutions of

Ending Count Year Count* Retired Year Total of Total Per Month Per Month* Member Member Month Month Year Year Higher Ed.
1984 60,557       n/a 3,200         18.92      n/a 63,757    5.02% 2.00$        29.75$           29.75$     -$         
1985 66,833       10.36% 6,050         11.05      89.06% 72,883    8.30% 2.00$        35.00$           35.00$     22.35$     
1986 68,155       1.98% 9,947         6.85        64.41% 78,102    12.74% 2.00$        60.00$           60.00$     41.40$     
1987 68,365       0.31% 14,272       4.79        43.48% 82,637    17.27% 2.00$        60.00$           103.00$    58.86$     
1988 69,681       1.92% 15,619       4.46        9.44% 85,300    18.31% 2.00$        88.00$           
1989 70,100       0.60% 16,050       4.37        2.76% 86,150    18.63% 2.00$        102.00$         103.00$    58.86$     
1990 74,203       5.85% 19,233       3.86        19.83% 93,436    20.58% 2.00$        135.00$         103.00$    58.86$     
1991 76,555       3.17% 20,458       3.74        6.37% 97,013    21.09% 2.00$        117.00$         136.00$    77.86$     
1992 76,969       0.54% 22,260       3.46        8.81% 99,229    22.43% 2.00$        122.00$         142.00$    82.86$     
1993 78,827       2.41% 23,965       3.29        7.66% 102,792  23.31% 2.00$        200.00$         206.00$    120.00$    
1994 81,215       3.03% 25,620       3.17        6.91% 106,835  23.98% 2.00$        200.00$         206.00$    120.00$    
1995 83,752       3.12% 27,422       3.05        7.03% 111,174  24.67% 2.00$        89.00$           206.00$    120.00$    
1996 84,979       1.47% 29,784       2.85        8.61% 114,763  25.95% 2.00$        210.50$         206.00$    120.00$    
1997 91,137       7.25% 32,655       2.79        9.64% 123,792  26.38% 2.00$        165.00$         56.84$    221.84$  n/a n/a
1998 93,941       3.08% 33,782       2.78        3.45% 127,723  26.45% 2.00$        200.00$         40.00$    240.00$  18.16$    8.19%
1999 94,290       0.37% 45,000       2.10        33.21% 139,290  32.31% 2.00$        225.00$         40.00$    272.00$  32.00$    13.33%
2000 97,861       3.79% 38,380       2.55        -14.71% 136,241  28.17% 2.00$        317.00$         -$       317.00$  45.00$    16.54%
2001 97,098       -0.78% 40,983       2.37        6.78% 138,081  29.68% 2.00$        345.00$           -         345.00$  28.00$    8.83%
2002 95,681       -1.46% 42,944       2.23        4.78% 138,625  30.98% 2.00$        414.00$         -         414.00$  69.00$    20.00%
2003 98,007       2.43% 44,995       2.18        4.78% 143,002  31.46% 2.00$        433.00$         -         433.00$  19.00$    4.59%
2004 98,491       0.49% 47,332       2.08        5.19% 145,823  32.46% 2.00$        479.00$         -         479.00$  46.00$    10.62% 24,200,000$  
2005 99,000       0.52% 48,000       2.06        1.41% 147,000  32.65% 2.00$        583.00$         -         583.00$  104.00$  21.71% 31,000,000$  
2006 99,000       0.00% 48,000       2.06        0.00% 147,000  32.65% 2.00$        684.00$         -         684.00$  101.00$  17.32% 36,000,000$  

Direct Charge to Institutions of Higher Education for Retirees authorized by Act 2003-473, Code of Alabama 1975 , Section 16-25A-8
FY 2000-03 guaranteed a 10.0% reserve as a supplemental appropriation as necessary.

*AG Opinion:  Retired employees of post-secondary institutions who are receiving a monthly benefit from the State Teachers Retirement System are entitled to receive the amount 
appropriated by the legislature for health insurance coverage for retired employees under the provisions of Act No. 84-284 and Act No. 84-330 (84-00431).

FY 1997-98 appropriated at $200 was actually paid at $240 ($45,473,000 supplemental from ETF to maintain a 12.0% reserve).
FY 1998-99 appropriated at $225 is expected to be paid at $272  ($51,825,000 supplemental from ETF to maintain a 10.0% reserve).

FY 1999-2000 required to maintain a 12.0% reserve.  Additional cost is $104,096,000 over amount in FY 1998-89 ETF appropropriation bill.  However, since a supplemental of $51,825,000 
will be paid in FY 1998-99, the net increase is $52,271,000.
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Appendix 13-10 
Graph of Active and Retired Members of PEEHIP 
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Appendix 13-11 
Employer Cost for PEEHIP, FY 1984 to FY 2006 
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Appendix 13-12 
Cost Factors of the Teachers’ Retirement System 

Employer Cost Factors
Fiscal Active Retirees Accrued Pre- Term Admin- Employer Change Percent
Year Active Percent Per Percent Percent of Member Normal Liability COLA Retiremen Life strative Cost as From Change

Ending Members Change Retirees Retired Change Total Cost* Cost Cost Cost Death Insurance Cost Percent*Prior YeaPrior Year
1975 74,640  n/a 12,441 6.00   n/a 14.29% 4.00% On-behalf On-behalf On-behalf On-behalf On-behalf On-behalf 10.94% n/a n/a

1976 86,350  15.69% 13,376 6.46   7.52% 13.41% 5.00% On-behalf On-behalf On-behalf On-behalf On-behalf On-behalf 15.55% 4.61% 42.14%
1977 91,375  5.82% 14,395 6.35   7.62% 13.61% 5.00% On-behalf On-behalf On-behalf On-behalf On-behalf On-behalf 14.27% -1.28% -8.23%
1978 96,961  6.11% 15,386 6.30   6.88% 13.70% 5.00% On-behalf On-behalf On-behalf On-behalf On-behalf On-behalf 14.27% 0.00% 0.00%
1979 99,975  3.11% 16,043 6.23   4.27% 13.83% 5.00% On-behalf On-behalf On-behalf On-behalf On-behalf On-behalf 14.27% 0.00% 0.00%
1980 ##### 1.23% 17,065 5.93   6.37% 14.43% 5.00% On-behalf On-behalf On-behalf On-behalf On-behalf On-behalf 13.73% -0.54% -3.78%
1981 ##### 1.22% 18,086 5.66   5.98% 15.01% 5.00% On-behalf On-behalf On-behalf On-behalf On-behalf On-behalf 11.40% -2.33% -16.97%
1982 ##### 1.15% 18,742 5.53   3.63% 15.32% 5.00% On-behalf On-behalf On-behalf On-behalf On-behalf On-behalf 12.50% 1.10% 9.65%
1983 99,306  -4.16% 19,548 5.08   4.30% 16.45% 5.00% On-behalf On-behalf On-behalf On-behalf On-behalf On-behalf 11.98% -0.52% -4.16%
1984 94,508  -4.83% 20,206 4.68   3.37% 17.61% 5.00% On-behalf On-behalf On-behalf On-behalf On-behalf On-behalf 9.25% -2.73% -22.79%
1985 94,826  0.34% 20,905 4.54   3.46% 18.06% 5.00% On-behalf On-behalf On-behalf On-behalf On-behalf On-behalf 9.75% 0.50% 5.41%
1986 96,088  1.33% 22,037 4.36   5.41% 18.66% 5.00% On-behalf On-behalf On-behalf On-behalf On-behalf On-behalf 7.57% -2.18% -22.36%
1987 96,620 0.55% 23,364 4.14   6.02% 19.47% 5.00% On-behalf On-behalf On-behalf On-behalf On-behalf On-behalf 7.57% 0.00% 0.00%
1988 100,567 4.09% 24,697 4.07   5.71% 19.72% 5.00% On-behalf On-behalf On-behalf On-behalf On-behalf On-behalf 7.57% 0.00% 0.00%
1989 105,545 4.95% 26,119 4.04   5.76% 19.84% 5.00% On-behalf On-behalf On-behalf On-behalf On-behalf On-behalf 7.57% 0.00% 0.00%
1990 105,019 -0.50% 27,237 3.86   4.28% 20.59% 5.00% On-behalf On-behalf On-behalf On-behalf On-behalf On-behalf 7.57% 0.00% 0.00%
1991 111,426 6.10% 28,608 3.89   5.03% 20.43% 5.00% On-behalf On-behalf On-behalf On-behalf On-behalf On-behalf 7.57% 0.00% 0.00%
1992 111,991 0.51% 30,220 3.71   5.63% 21.25% 5.00% On-behalf On-behalf On-behalf On-behalf On-behalf On-behalf 6.35% -1.22% -16.12%
1993 110,741 -1.12% 31,841 3.48   5.36% 22.33% 5.00% On-behalf On-behalf On-behalf On-behalf On-behalf On-behalf 6.35% 0.00% 0.00%
1994 115,362 4.17% 33,622 3.43   5.59% 22.57% 5.00% On-behalf On-behalf On-behalf On-behalf On-behalf On-behalf 6.31% -0.04% -0.63%
1995 118,527 2.74% 35,260 3.36   4.87% 22.93% 5.00% On-behalf On-behalf On-behalf On-behalf On-behalf On-behalf 6.31% 0.00% 0.00%
1996 115,207 -2.80% 37,848 3.04   7.34% 24.73% 5.00% 5.49% 0.97% 2.37% 0.10% 0.09% 0.21% 9.23% 2.92% 46.28%
1997 119,263 3.52% 39,729 3.00   4.97% 24.99% 5.00% 5.49% 0.97% 2.37% 0.10% 0.09% 0.21% 9.23% 0.00% 0.00%
1998 121,477 1.86% 43,058 2.82   8.38% 26.17% 5.00% 5.49% 0.97% 2.90% 0.00% 0.09% 0.21% 9.66% 0.43% 4.66%
1999 122,000 0.43% 45,000 2.71   4.51% 26.95% 5.00% 2.27% 0.40% 1.20% 0.04% 0.04% 0.09% 4.03% -5.63% -58.28%
2000 126,558 3.74% 47,702 2.65   6.00% 27.37% 5.00% 5.78% -3.03% 3.23% 0.10% 0.09% 0.21% 6.38% 2.35% 58.31%
2001 125,452 -0.87% 49,647 2.53   4.08% 28.35% 5.00% 5.78% -3.03% 3.23% 0.10% 0.09% 0.21% 6.38% 0.00% 0.00%
2002 124,880 -0.46% 51,903 2.41   4.54% 29.36% 5.00% 5.78% -3.03% 3.23% 0.10% 0.09% 0.21% 5.96% -0.42% -6.58%
2003 125,354 0.38% 54,410 2.30   4.83% 30.27% 5.00% 4.55% -2.38% 2.54% 0.08% 0.07% 0.17% 5.02% -0.94% -15.77%
2004 125,000 -0.28% 57,000 2.19   4.76% 31.32% 5.00% 4.55% -2.38% 2.54% 0.08% 0.07% 0.17% 6.56% 1.54% 30.68%
2005 125,000 0.00% 59,500 2.10   4.39% 32.25% 5.00% 4.55% -2.38% 2.54% 0.08% 0.07% 0.17% 7.03% 0.47% 7.16%
2006 125,000 0.00% 59,500 2.10   0.00% 32.25% 5.00% 4.55% -2.38% 2.54% 0.08% 0.07% 0.17% 8.17% 1.14% 16.22%

*Note:  Basis of valuing Portfolio changed from book value to market value for FY 1998-99 resulting in a reduction in employer rate.   

Membership Factors
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Appendix 13-13 
Active and Retired Members of TRS 
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Appendix 13-14 
Employer Rate for Teachers’ Retirement System 
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Appendix 13-15 
TRS COLAS FOR RETIREES, 1969-2005 

 
1969  10% benefit increase to all not already drawing $400 per month. 
 
1971  40% increase in retirement formula 
 
1973 Minimum benefit increased 66.7% for pre-October, 1971 retirees. 
 
1975 15% increase in retirement formula with 15% increase guaranteed to all retirees.  

Retirement granted after 30 years with no penalty.  
 
1978 Cost of living increase from $30 to $60 per month. 
 
1980  Cost of living increase from $30 to $60 per month. 
 
1982 Cost of living raise of $1.00 per month for each year of service. 
 
1985 Cost of living raise of $2.00 per month for each year of creditable service. 

 
1988 Cost of living raise of $1.00 per month on October 1, 1988, for each year of service. 
 
1989 Additional cost of living allowance of $1.00 per month granted beginning October 1, 

1989. 
 
1990 Cost of living increase of $1.00 per month on October 1, 1990, for each year of service 

and $3.00 per month for each year of retirement. 
 
1993 Cost of living increase on October 1, 1993, of 1.28% of gross benefit, $1.28 per month 

for years of service, and $1.28 per month for years of retirement. 
 
1994 Cost of living increase on October 1, 1994, of 2.5% of gross benefit, $1.50 per month for 

years of service, and $1.00 per month for years of retirement.  
 
1996 Cost of living increase on October 1, 1966, of 2.00% of gross benefit plus $2.00 per 

month for years of service. 
 
1998 Cost of living increase on October 1, 1998, of 4% of gross benefit. 

 
2000 Cost of living increase on October 1, 2000, of 4% of gross benefit. 

 
2002 Cost of living increase on October 1, 2002, of 3% of gross benefit. 
 
2005 Cost of living increase on October 1, 2005, of 4% of gross benefit for those retired before 

10/1/04. 
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14.  TRANSPORTATION PROGRAM 
 
 The statutes governing Alabama's school transportation program were included in 
the 1935 Foundation Program.  An allowance from the Minimum Foundation Program was 
to be allocated to each county based upon the product of the number of students 
transported on approved routes and an amount per pupil transported.  This amount was to 
be determined by the State Board of Education based upon groupings of counties 
according to population density.  No reimbursement was to be allowed for students living 
less than two miles from the school attended and buses were required to meet minimum 
standards established by the State Board of Education.  This basic reimbursement 
strategy was unchanged in the 1995 funding revision.  The amount for transportation was 
defined as a fully state funded categorical aid program outside the 1995 Foundation 
Program.  In addition, the transportation allotment when fully funded was able to realize a 
depreciation allowance. 
 

§ 16-13-233.   Allowance for transportation. 
 

(a) The allowance for transportation for those local boards of 
education providing same shall be determined as follows for any local 
board of education: The number of pupils transported on transportation 
routes approved under regulations of the State Board of Education shall 
be multiplied by an amount per pupil which is to be fixed by the State 
Board of Education and applied to local boards of education within groups 
having similar density of population; provided, that studies shall be made 
from time to time to determine whether the cost allowed per pupil or the 
cost unit should be changed in any or all local boards of education. In 
determining the amount to be allotted for transportation, said allotment 
shall include an allowance for transportation in accordance with the 
provisions of Section 16-39-11; however, no allowance shall be made for 
transporting pupils who live less than two miles from the school they are 
attending unless such pupils can be shown to be disabled and require 
transportation. Upon a petition to the State Superintendent of Education 
by the local board of education, the two mile limit may be waived by the 
State Superintendent of Education to protect the safety of the children. 
The total amount allotted any local board of education for transportation 
shall not exceed a figure determined by the State Board of Education in 
terms of the ratio between pupils transported to school and the total 
number of pupils attending school in the jurisdiction of such local board of 
education or some similar ratio established by the State Board of 
Education. Any local board of education which qualifies for a 
transportation allowance must provide buses which meet minimum 
standards established by the State Board of Education and must take 
such other steps to protect the safety of the children as are required under 
regulations of the State Board of Education. 

 
(b) The allowance for transportation provided in (a) above shall 

include funding for depreciation based on a depreciation schedule 
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established by the State Board of Education. The depreciation funding 
included in the transportation allowance shall be set aside in a restricted 
fund by the local boards of education for fleet renewal only and shall not 
be used for operating costs. These transportation cost allowance 
depreciation funds shall not revert to the Education Trust Fund but shall 
be carried forward from fiscal year to fiscal year to renew the 
transportation fleet of the local boards of education.(Code of Alabama 
1975, Section 16-13-233.) 

 
A discussion of the implementation of this statute follows.   
 
Current Operations 
 
 In determining the cost of current operations, transported students must live two 
miles or more from a school center.  However, physically disabled students who live closer 
shall be included in the determination of average daily transported students.  The school 
centers must be approved by the State Superintendent.  If safety of children is an issue, 
the State Superintendent may waive the two mile limit.  This pupil count shall be for the 
previous year. 
 
 The cost per pupil per day is the operating cost of current expenditures as well as 
the depreciation of school buses.  The operating cost for FY 1995-96 was the first year in 
which the total operating cost was calculated.  This included funding for FICA, 
Unemployment Compensation, TRS, and PEEHIP.  Of the total reimbursement calculation 
of $132 million, about $29 million was attributable to fringe benefit costs not previously 
included in transportation reimbursement.  The appropriation for Operations and Fleet 
Renewal for FY 2004-05 is found in an appendix to Module 13. 
 
 In the annual request of the State Board of Education to the Legislature for funding 
for the Current Operations, the following factors are included in the calculation of the 
request.   From the prior year financial statements are taken the non-salary operation 
costs.  A cost increase as an adjustment for inflation may be added to these costs.  
From the current year personnel reports are taken costs for salaries and benefits.  
Should increases in the Teachers’ Retirement System rate and the Public Education 
Employees Health Insurance Program have been included in the budget request guide 
provided by the State Finance Director, these increased costs are included.  
Additionally, when a pay raise is granted by the Legislature, additional costs are also 
included at the discretion of the Legislature.   A sample of these calculations for a local 
board of education for FY 2004-05 follows. 
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Table 14-1 
Calculation of Operations Costs for FY 2004-05 

 

Cost Item for Transportation
 Factor 

Base Year
 Base Year 

Amount 

 Factor 
Budget 

Year
Budget Year 

Amount
FTE from Current Year Personnel Reports 106.50 106.500
Non-Salary Costs Prior Year Financial Statement 309,990$      
Non-Salary Inflation Adjustment 1.0000      309,990$     
Total Salary of Transportation FTE 1,317,312$   
Amout of Pay Raise Granted by Legislature 1.0000      1,317,312$  
Social Security 6.200% 81,673$        6.200% 81,673$       
Medicare 1.450% 19,101$        1.450% 19,101$       
Unemployment Compensation 0.125% 1,647$          0.125% 1,647$         
Teacher's Retirement System 6.560% 86,416$        7.030% 92,607$       
PEEHIP Per Month 479.00$   612,162$      583.00$    745,074$     

Total Operating Cost 2,428,301$   2,567,404$   
 
Allowable Costs 
 
 It is not the intent of the State of Alabama to reimburse local boards of education 
for constructing bus routes and operating transportation In a cost inefficient manner.  
The costs are described above are funded by a statistical procedure designed to reward 
cost efficiency.  A further calculation is made to find the operating cost per loaded mile 
and operating cost per student day for each local board is determined by dividing the 
current year operating cost by the total number of loaded miles traveled for the year and 
the number of student days of transportation for the year, respectively.  This is shown in 
Table 14-2. The statewide average and value of one standard deviation for the cost per 
loaded mile and cost per student day are then calculated. 
 
 The allocation rates for the cost per loaded mile and cost per student day are 
determined for each local board.  If, for the local board, the cost factors are within or 
below one standard deviation of the statewide averages, the allocation rates are set 
equal to the cost factors.  If the cost factors are greater than one standard deviation of 
the statewide averages, the allocation rates are set equal to the statewide averages 
plus one standard deviation.  The operating allocation for each local board is computed 
using a combination of the allocation rate set for the cost per loaded mile and cost per 
student day.  The combination is a ratio between the two cost factors.  The ratio yielding 
the best fit for each system is used for FY2005.  This allowable cost ratio, once 
calculated, is them multiplied by the total operating cost to yield the allowable cost.  
With only a few exceptions, the allowable cost for FY 2004-05 was 98.8521% of total 
operating costs, or $$199,929,446 which was the amount appropriated by the 
Legislature.   
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Table 14-2 
Calculation of Operating Cost Per Unit for FY 2004-05 

FY 2003-04 FY 2003-04
Total Operating Cost: 2,567,404$  2,567,404$  
Bus Miles:

Bus Miles One Way 2,716           
Daily Bus Miles 5,432           
Days Buses Operated 175
Total Annual Miles 950,600       

Students Transported:
Total Students Transported Daily 5,469           
Days Buses Operated 175
Total Students Transported Annually 957,075       

Operating Cost per Unit:
Total Operating Cost Per Mile 2.70082474 
Total Operating Cost Per Student  2.68255257 

Item

 
 

 
Reimbursement for Special Education 
 
 Providing transportation for exceptional children must be provided by the local 
board of education irrespective of the distance the student lives from the attendance 
center.  The following statute mandates that at least 80% of the cost of such 
transportation be provided in the annual reimbursement for current operations: 

 
§  16-39-11.  Transportation. 
 

When authorized by regulations of the State Board of Education in 
lieu of the amount calculated on the basis of average daily membership 
otherwise authorized by law, there shall be allowed from the Education 
Trust Fund appropriation for transportation for each bus used exclusively 
for the purpose of transporting eight or more pupils classified as 
exceptional children who are unable to ride regular school buses 80 
percent of the cost of such transportation, and a proportionate amount 
shall be allowed for a vehicle used exclusively for the transportation of a 
smaller number of exceptional children in average daily membership as 
prescribed by regulations of the State Board of Education (Code of 
Alabama 1975, Section 16-39-11). 

 
While this amount used to be provided to local boards as a separate allocation, current 
practice is to include the number of children transported and the miles traveled in the 
reports for regular transportation.  Therefore, the transportation of exceptional children 
is being reimbursed at about 98% of actual operating costs.  State Board of Education 
rules for the provision of transportation services to exception children follows in 
Appendix 14-2. 
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Fleet Renewal 
 
 Based upon the age of each school bus in operation, an amount for depreciation is 
appropriated in addition to the operating cost.  While this provision had been include in the 
1935 Minimum Foundation Program, since the amount for operations was prorated so 
dramatically (sometimes as much as 25%), it was difficult to say that such funds were 
actually included in the appropriation for transportation.  Much interest had been generated 
in the Legislature in removing from allowable service any bus chassis of age greater than 
10 years.  Millions in APSCA Bond Issues were made available over the years in an 
attempt to remove this age group of buses which were deemed dangerous.  The irony was 
that these buses with a life span of 10 years were bought with bonds which would take 20 
years to retire.  Outside of these funds, the problem of fleet renewal was basically left to 
local boards of education.   
 
 Currently an amount is appropriated to local boards of education, based on a 
chassis life of ten years.  That is, a bus will earn an annual amount from the state for each 
of its ten years of usable life, a depreciation allocation which is determined by the State 
Board of Education..  This amount - the depreciation funding - is included in the 
transportation allowance and must l be set aside in a restricted fund by local boards of 
education for fleet renewal only.  These funds cannot not be used for operating costs as 
is provided by law in Section 16-13-233 cited above.  These transportation cost 
allowance depreciation funds do not revert to the Education Trust Fund but shall be 
carried forward from fiscal year to fiscal year to renew the transportation fleet of the 
local boards of education For FY 2004-2005, fleet renewal funds of $31,085,730  were 
appropriated at an amount of $4,890 per eligible chassis.  This means that 6,357 earn the 
chassis renewal allowance.  No distinction is made as to the size, capacity of cost of the 
chassis being depreciated.  As additional new buses enter the depreciation schedule, this 
cost will increase; as inflation drives up replacement costs, this amount should increase.   
 
 While the capacity of a school bus is not considered in the fleet renewal allocation, 
it is of major interest to local boards of education.   The maximum number of children that 
can safely sit on a school bus seat is not spelled out in state or federal regulations.   
 However, in determining the maximum seating capacity of a school bus, school bus 
manufacturers base their determination on seating three small elementary school-age 
children on a typical 39-inch school bus seat. (NHTSA)  
 
Carpenter Bus Body Found Dangerous 
 

A potentially dangerous safety problem with Carpenter school bus bodies built in 
Mitchell, Indiana from 1986 to late 1995 was discovered as a result of a school bus 
rollover in Florida on March 20, 2003.  On this date, an Alachua County, Florida, 83-
passenger, Carpenter school bus rolled over onto its roof, causing the roof to collapse 
down to the seat level.  Since Carpenter is no longer in business, there is no way to 
conduct a recall on these school buses.  Even so, this problem needed immediate 
attention by all school systems owning any of these buses.   
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In May of 2003, state school bus inspectors contacted each local school system 
about this problem and also asked how many Carpenter school buses each system 
owned.  It was discovered that there were approximately 277 Carpenter school buses 
owned by about 25 Alabama school systems.  Approximately 195 of these 277 
Carpenter buses were owned by four school systems.  The National Highway Traffic 
Safety Administration (NHTSA) first recommendation is that all buses built in the 
Mitchell, Indiana plant that are found to have cracked or broken welds in the roof 
structure be taken out of service and replaced as soon as practicable.  While efforts will 
be made to find funding to replace these buses, no funding source was found other than 
regular fleet renewal funds.   All Carpenter school bus bodies built at the Mitchell, 
Indiana plant were inspected and either repaired or removed from service.  Buses 
removed from service continued to be counted as earning Fleet Renewal Allocations.  
 
Safety Belts on School Buses 
 
  Rather than requiring safety belts, the NHTSA decided that the best way to 
provide crash protection for children on a school bus is through a concept called 
"compartmentalization." Compartmentalization provides a safety zone by using strong, 
closely spaced seats, energy-absorbing seat backs, and padding to protect school 
children if a crash occurs. Additionally, school buses must conform to other stringent 
safety standards required by the federal government and the State of Alabama.  In 
addition to compartmentalization requirements, these standards include requirements 
for rollover protection, joint and roof strength, fuel system integrity, and a host of other 
safety features.  Since statistically more injuries occur outside the school bus, not inside 
the bus, the Federal Government has not set a standard or guideline supporting the use 
of seat belts. 
 
 An irony of this decision is that Section 16-27-6 requires that no school bus can 
be operated on a public street unless it shall be equipped with a seat belt for the driver. 
Furthermore, the driver by this statute is required to wear the seat belt when operating 
the school bus.  However, a court ruling has determined that the Legislature has 
specifically excluded students from the requirements of being provided and wearing 
seat belts by not mentioning students in this statute.  
 
Transportation Supervisor Mandated 
 
 In delegating authority to the State Board of Education of prescribe rules and 
regulations for the operation of the school transportation system, the Legislature further 
provided by statute that all local boards of education (in addition to other entities 
operating school buses) must employ a competent supervisor or manager of 
transportation services, irrespective of whether the buses are publicly or privately 
owned (Code of Alabama 1975, Section 16-27-1)  The Legislature further provided that 
the State Board of Education require periodic safety inspection of all vehicles used for 
school transportation and that provisions be made for special training and licensing of 
drivers, whether in public or private employment.  
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Vehicle Liability Insurance 
 
 State statute also requires that local boards of education provide vehicle liability 
insurance for bus drivers as follows: 
 

§ 16-27-7.  Vehicle liability insurance for employees required to 
transport pupils. 
 
(a) The State Board of Education, each governing board of Alabama's public 
senior universities and each city and county board of education shall provide 
vehicle liability insurance for bus drivers or any other employee who is 
required to transport pupils. Said vehicle liability insurance shall cover 
personal liabilities for bus drivers or any other employee who is required to 
transport pupils. Said liability insurance shall be applicable to moving 
vehicular accidents only. 
 
(b) School boards and other agencies covered by this section shall be 
deemed to be in compliance with the requirements of this section by either 
purchasing a liability insurance policy naming drivers as insureds, or if the 
employing board elects not to purchase a policy, by reimbursing individual 
employees for amounts necessary to add "drive other car broad form liability" 
riders to their individual vehicle liability insurance policies, to the limits 
specified by the employing board or agency. 
 
(c) The provisions of this section shall also apply to the Alabama Department 
of Youth Services and the Alabama Institute for Deaf and Blind (Code of 
Alabama 1975, Section 16-27-7). 
 

 State Board of Education Rules for the implementation of these statues follow in 
Appendix 14-4.  The State Department of Education has an operating section which is 
responsible for the management of a statewide comprehensive student transportation 
program.   These activities include the following: 
 

• School bus inspection 
• Fleet renewal assistance 
• Driver Education Programs 
• Training and certification of school bus drivers, transportation supervisors, and 

other transportation personnel 
• Technical assistance 
• Monitoring and evaluation of state and local operations 
 

Outsourcing School Transportation 
 

Tuscaloosa City Board of Education, 1999 
 
In the case of Laidlaw Transit, Inc. v. Alabama Education Association et al., the 

Alabama State Supreme Court upheld a trial court decision ruling that a contract 
between the Tuscaloosa City Board of Education and Laidlaw Transit, Inc. was illegal.  
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The Court noted that Laidlaw has been providing student-transportation services for 
over 70 years and that it has been operating in Alabama since 1988, providing 
generalized and specialized transportation services to certain Alabama school systems.  
In an effort to provide cost-effective transportation services for its students, the 
Tuscaloosa City Board of Education, through its superintendent, the defendant Robert 
A. Winter, solicited and received a comprehensive proposal from Laidlaw in March 
1995. That proposal included a commitment by Laidlaw to assume responsibility for 
transporting the students within the Tuscaloosa City School System; to upgrade and 
fully maintain a modern bus fleet; to comply with all applicable safety and regulatory 
standards; and to meet applicable driver-certification, safety-training, and substance-
abuse requirements. 

 
 After the proposal had been reviewed by the Board's transportation and finance 

committees, and upon Superintendent Winter's recommendation, the Board accepted 
Laidlaw's proposal and entered into a multi-year contract for transportation services, in 
exchange for a set fee. Under the contract, all Board employees who would be affected 
by the contract were given the option of accepting employment with Laidlaw or 
remaining with the Board on the same terms and with the same benefits that existed 
before the execution of the contract. In addition, Laidlaw assumed direct control and 
supervision of all bus drivers and transportation-related support personnel. 

 
The Board's decision to contract out student transportation services was 

motivated by two major concerns: replacing an aging school bus fleet with new, safer, 
and more modern school buses and saving transportation costs. The Board's 
agreement with Laidlaw made it possible to have a new fleet of buses. Prior to the 
Board entering into the agreement with Laidlaw, the overwhelming majority of the 
school buses were more than 15 years old.  Under the Board's agreement with Laidlaw, 
Laidlaw provided 57 new school buses. In the first year of the Agreement, Laidlaw 
provided the Board with 41 new, state-of-the-art buses, each with a two-way radio and 
crossing gate, without any increase in cost from when the Board owned and operated 
its own school buses. In the 1996-97 school year, Laidlaw added an additional 16 new 
school buses. As a result, students were transported on buses that are no more than 5 
years old whereas before they rode on buses that were more than 15 years old. The 
school buses provided by Laidlaw had superior visibility, superior maneuverability, 
ergonomic driver controls, improved driver comfort and satisfaction, and increased 
vehicle capacity. 
 
 However, the State Supreme Court noted that their examination of this case 
revealed a critical problem that none of the parties has sufficiently addressed. The 
budget acts clearly state that a local school board shall not pay the salaries of personnel 
not under its "direct control, employment, and supervision." From the Court’s 
examination of the record, they conclude that there appears to be no question that a 
number of the Board's employees, whose salaries are being paid by the Board, are 
under the direct control and daily supervision of Laidlaw.  
 

The Board has no statutory authority to pay its own employees from funds 
allocated by the Legislature as long as they are under the direct control and supervision 
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of Laidlaw. Consequently, the Board's contract did violate the budget acts insofar as it 
placed the Board's own employees under the direct control and supervision of Laidlaw. 
The Board's inability to pay its employees from legislatively allocated funds, in turn, 
causes the contract to violate the second proviso in § 16-11-9.1, which prohibited the 
Board from exercising its authority to contract if to do so would deny its employees legal 
rights or benefits. The Court noted that they could think of no more important right or 
benefit belonging to a Board employee than to be paid for services rendered to the 
Board under his or her employment contract. Likewise, the inability of the Board to pay 
its employees would constitute a de facto termination of their employment without 
following the procedures of the Fair Dismissal  
 
 Therefore on the basis of school board employees being placed under the control 
and direction of a private contract, the contract was ruled illegal and the provision of 
school transportation services returned to the full operation and control of the 
Tuscaloosa City Board of Education. 
 
Limitation on Outsourcing 

 
 Local boards of Education may choose to outsource their school transportation in 
part or in whole.  Following in Appendix 14-3, is a listing of local boards which have 
outsourced school transportation is some manner.    Following the result of the 
Tuscaloosa City experience with outsourcing transportation, the Legislature has 
inserted the following language in the education appropriations bill for FY 2005 which is 
the only limit that exists in law on outsourcing: 
 

 Section 16.  No funds provided herein for the public schools shall be used 
for the payment of salaries of personnel which are not under the direct 
control, employment, and supervision of local boards of education; provided, 
however, that this section shall not apply to the construction, renovation, or 
major repair of buildings or other capital improvements which are beyond the 
capacity of regular employees to perform (Act 2004-456, p. 55). 

 
Appendices Which Follow 

 
14.  TRANSPORTATION PROGRAM 

 
Appendix 14-1 State Board of Education Rules for the Annual Apportionment of 

Transportation Funds for Fiscal Year Beginning Oct 1, 2004 
 
Appendix 14-2 State Board of Education Rules for the Transportation of 

Exceptional Children 
 
Appendix 14-3 Local Boards of Education Which Outsource Transportation 

Services 
 
Appendix 14-4 General Rules for the Operation of the School Transportation 

Program.  
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Appendix 14-1 
State Board of Education Annual Apportionment of Transportation Funds 

 for Fiscal Year Beginning Oct 1, 2004 
 
290-2-1-.03  Annual Apportionment of Transportation Funds. 
 
 (1) Calculations for the average daily number of transported pupils shall include 
only the transportation of children who live two miles or more from a school center; 
provided, however, that the transportation of disabled pupils living any distance from a 
school shall be included if transported at public expense. 
 (a) The State Superintendent shall have the authority to exclude the number of 
children transported to school centers which are unapproved by surveys conducted by 
the State Department of Education. 
 (b) The State Superintendent shall have the authority to exclude the number of 
children transported on dangerous vehicles. 
 (c) If a survey shows that the reported number of children transported by a local 
board exceeds the number of children living two miles or more from school centers 
approved by survey, the State Superintendent shall have the authority to reduce 
proportionately the number of transported pupils reported by that local board to the 
transportation saturation point as determined by survey. 
 (d) The State Superintendent shall have the authority to waive the two mile limit 
upon petition by the local board to protect the safety of the children. 
 (e) The count of transported pupils for any year shall be based upon reports of 
transported pupils for the previous year, subject to the provisions of these regulations. 
 
 (2) Calculation of Operating Allocation.  The operating allocation for 
transportation shall be calculated as follows: 
 (a) Local boards must report transportation data to the State Department of 
Education on an annual basis by November 1.  Data reported shall include route number, 
bus number, chassis model year, type route, number of students transported one way, 
loaded miles one way, and system number if transporting for another system. 
 (b) The current year operating cost per local board is determined from the prior 
year financial statement non-salary operating cost and the current year personnel reports 
for salaries and benefits, and full-time transportation counts for PEEHIP calculations.  An 
inflation factor is applied to the non-salary operating cost. 
 (c) The cost per loaded mile and cost per student day for each local board is 
determined by dividing the current year operating cost by the total number of loaded miles 
traveled for the year and the number of student days of transportation for the year, 
respectively.  The statewide average and value of one standard deviation for the cost per 
loaded mile and cost per student day are calculated. 
 (d) The allocation rates for the cost per loaded mile and cost per student day 
are determined for each local board.  If, for the local board, the cost factors are within or 
below one standard deviation of the statewide averages, the allocation rates are set 
equal to the cost factors.  If the cost factors are greater than one standard deviation of 
the statewide averages, the allocation rates are set equal to the statewide averages 
plus one standard deviation. 
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 (e) The operating allocation for each local board is computed using a 
combination of the allocation rate set for the cost per loaded mile and cost per student 
day.  The combination is a ratio between the two cost factors.  The ratio yielding the 
best fit for each system is used for FY2005. 
 
 (3) Calculation of Fleet Renewal Allocation.  Fleet renewal allocations are 
based on a 10 year depreciation schedule.  Buses qualify for fleet renewal based on the 
date that the chassis invoice is received on a bus order with the chassis having been 
delivered to the body manufacturer.  Any invoices received before November 1 will be 
counted towards the fleet renewal allocation. 
 
 (4) The Annual Transportation Allowance.  The total transportation allocation 
for each local board is the sum of the operating allocation and the fleet renewal allocation.  
The amount of the annual transportation allowance resulting from the depreciation of 
school buses shall be set aside for fleet renewal for new bus purchases or for servicing a 
debt resulting from new bus purchases.  Fleet renewal funds may not be used for 
operating cost and may be carried over to future years. 
 
Author:  Ed Richardson. 
Statutory Authority: Ala. Code §16-13-233 (1975). 
History:  Amended 8-12-93, effective 9-17-93; emergency rules 7-21-94, new rules 9-8-94, effective 10-13-94; emergency rules 9-14-95, 
effective 9-14-95; emergency rules 7-9-96, effective 7-9-96; emergency rules 10-10-97, effective 10-10-97; emergency rules 7-14-98, 
effective 8-7-98; amended 11-18-99, effective 12-23-99; amended 12-14-00, effective 1-18-01; amended 11-8-01, effective 12-13-01; 
amended 9-12-02, effective 10-17-02; amended 1-8-04, effective 2-12-04; amended 9-9-04, effective 10-14-04. 
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Appendix 14-2 
Rules of the Alabama State Board Of Education 

  for Special Education Transportation 
 
Supp. No. 04-4, Chapter 290-8-9, State Department Of Education, Special 
Education Services 
 
 (5) Related Services.  Education agencies must provide special 
transportation and such developmental, corrective, and other supportive services as are 
required to assist children with disabilities to benefit from special education and to 
receive a free appropriate public education.  All related services may not be required for 
each individual child.  Each IEP Team must determine that related services, if any, are 
required to assist a child with a disability to benefit from special education.  The 
following list of related services, while not exhaustive, must be considered:  audiology, 
counseling services, rehabilitation counseling services, early identification and 
assessment of disabilities in children, medical services (for evaluation purposes only), 
occupational therapy, parent counseling and training, physical therapy, psychological 
services, recreation, therapeutic recreation, speech therapy, school health services, 
social work services in schools, and orientation and mobility services. 
 (7) Transportation for Children with Disabilities.  It should be 
assumed that most children with disabilities receive the same transportation services as 
nondisabled children. 
 (a) Children with disabilities have the right to regular transportation 
services unless special transportation is required by the individualized education 
program. 
 (b) Special transportation includes travel to and from school and 
between schools, travel in and around school buildings, modified vehicles, additional 
personnel assigned to vehicles to ensure safety of the children with disabilities, or 
purchased services involving parents or companies who use or subcontract fleet 
vehicles. 
 (c) If transportation is provided for extracurricular activities, children 
with disabilities must have access to transportation whether it is regular or special. 
 (d) As with other related services, the education agency must provide 
transportation as a related service if it is required to assist a child with a disability to 
benefit from special education.  This includes transporting a preschool-aged child to the 
site at which the education agency provides special education and related services, if 
that site is different from the site at which the child receives other preschool or day-care 
services. 
 (e) The IEP Team must consider how the child's disability affects the 
child's need for transportation, including determining whether the child's disability 
prevents the child from using the same transportation provided to nondisabled children, 
or from getting to school in the same manner as nondisabled children.  
 (f) Section 504 of the Rehabilitation Act of 1973, as amended, requires that 
children with disabilities receive the same transportation provided to nondisabled 
children. If an education agency transports nondisabled children, it must transport 
children with disabilities under the same terms and conditions.  However, if a child's IEP 
Team determines that the child does not need transportation as a related service and 
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the education agency transports only those children whose IEPs specify transportation 
as a related service and does not transport nondisabled children, the education agency 
would not be required to provide transportation to children with disabilities. 
 
 Author:  Ed Richardson 
Statutory Authority:  Ala. Code Title 16, Chapter 39; 20 U.S.C. 1401(1)(2)(22)(29), 1412-1413; 34 CFR 
§300.5, 6, 24, 28(a)(2), 305, 306, 307, 308. 
History:  Amended 8-12-80; repealed 4-10-86, new 4-10-86 effective 5-30-86; 8-8-91 adopted 290-8-9-
.08-.51ER effective 08-08-91; 10-10-91 adopted ER as regular rule effective 11-19-91; repealed 6-10-93, 
new 6-10-93 effective 8-1-93; repealed 7-13-99, new 7-13-99 adopted 290-8-9-.07-.64ER effective 7-13-
99; adopted ER as regular rule effective 10-14-99. 
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Appendix 14-3 
SCHOOL SYSTEMS CONTRACTING 

FOR TRANSPORTATION SERVICES, FY 2004-05 
  

1. Anniston City – Anniston Transit provides buses, bus drivers, and maintenance 
of buses for all types of transportation services.  

  
2. Birmingham City –School Transportation Solutions (STS) provides buses, bus 

drivers, and maintenance services only for special education transportation 
services.  

  
3. Demopolis City – The West Alabama Transportation System which is a State 

funded agency, provides buses, bus drivers, and maintenance services only for 
special education transportation services.  

    
4. Florence City – Laidlaw Transportation provides buses, bus drivers, and 

maintenance of buses for all types of transportation services.  
  

5. Gadsden City – Woods Transportation provides buses, bus drivers, and 
maintenance of buses for all types of transportation services.  

  
6. Huntsville City – Laidlaw Transportation provides buses, bus drivers, and 

maintenance of buses for all types of transportation services.  Transportation 
provided only for students living over five miles from their school.  

  
7. Jacksonville City – Crescent School Transportation provides buses, bus 

drivers, and maintenance of buses for all types of transportation services.  
  

8. Madison City – Laidlaw Transportation provides bus maintenance only, for 
buses owned by Madison City Schools.  

  
9. Opp City – The Covington Area Transit System (CATS), which is a State funded 

agency, provides buses, bus drivers, and maintenance services only for special 
education transportation services.  
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Appendix 14-4 

ADMINISTRATIVE CODE 

CHAPTER 290-2-4 TRANSPORTATION 
TABLE OF CONTENTS 

290-2-4-.01 Basic Principles for Pupil Transportation 

290-2-4-.02 School Bus Specifications 

290-2-4-.03 Purchase Of Used Transportation Equipment 

290-2-4-.04 School Bus Driver Training and Certification, and School Bus 
Inspection Program 

290-2-4-.05 Local Transportation Supervisors 

290-2-4-.06 Local Mechanic Certification 

290-2-4-.07 School Bus Accident Report 

290-2-4-.01 Basic Principles For Pupil Transportation. The State Department of 
Education has a definite responsibility for safe operation of school buses. The following 
are specific responsibilities for promoting safety in school transportation. 

(1) The establishment of minimum safety specifications for school bus equipment. 

(2) Provision of training for school bus drivers. 

(3) Provision of leadership and training for local school officials on operating safe 
transportation programs. 

(4) Consultation with local officials on routing to utilize equipment each attendance area 
effectively. 

(5) Provision of safety inspections for equipment and safety instruction for mechanics. 

(6) Provision of guidance to state and local safety officials on elimination of road 
hazards, bus traffic patterns, and accident investigations. 

Author: 

Statutory Authority: Code of Ala. 1975, §§16-3-11, 16-13-51, 16-27-1 and 16-27-3 
through 5, 32-5-8. 
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History: Amended February 26, 1970, July 30, 1975, March 23, 1977, July 11, 1978. 
Amended: Filed May 12, 1995; effective June 16, 1995. 

cf. Handbook for School Transportation Bulletin 1981, No. 9; Alabama School Bus 
Inspection Handbook; the Alabama Minimum Specifications for School Buses, and 
Alabama School Bus Drivers' Record and Report Book, 43rd Edition, 1982. A copy of 
these publications may be obtained without cost from the State Department of 
Education, Transportation Section, Montgomery, AL 36130. 

290-2-4-.02 School Bus Specifications. 

(1) Before any manufacturer or distributor may offer for sale any school bus chassis or 
bodies to be used for transporting students to public schools of Alabama said chassis or 
bodies shall meet all federal standards of construction for school buses and Alabama 
Minimum Specifications for School Buses. A copy of Alabama Minimum Specifications 
for School Buses (an annual publication, state year desired) may be obtained without 
cost from the State Department of Education, Transportation Section, Montgomery, 
Alabama 36130. 

(2) The State School Bus Equipment Inspector, State Department of Education, shall 
make periodic inspection of school bus chassis and bodies delivered to school boards 
to determine if state standards and specifications have been met. 

(3) Operation of any school buses built before 1978 on a regular school bus route is 
prohibited effective July 1, 1996. No Alabama school bus inspection permit will be 
issued to allow pre-1978 school buses to transport students effective June 30, 1997. 
The operation of any pre-1978 school buses for the transportation of any student is 
prohibited effective July 1, 1997. 

Author: Dr. William Berryman 

Statutory Authority: Code of Ala. 1975, §§16-3-11, 16-4-4, 32-5-8. 

History: Amended February 26, 1970, July 30, 1975, July 6, 1983, July 19, 1984, 
August 9, 1984. Amended: Filed October 16, 1995; effective November 21, 1995. 
Amended: Filed September 13, 1996; effective October 18, 1996. 

cf. Alabama Minimum Specifications for School Buses. 

290-2-4-.03 Purchase Of Used Transportation Equipment. Used school buses 
purchased for use in the public schools in Alabama shall meet all state requirements for 
school buses that were in effect on the date the vehicle was manufactured. The state 
requirements are listed in the Alabama Minimum Specifications for School Buses (year 
of manufacture). 

Author: Dr. Kenneth Wilson 
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Statutory Authority: Code of Ala. 1975, §§16-4-4, 41-16-50 et. seq. 

History: Amended February 26, 1970, July 30, 1975, March 23, 1977, July 11, 1978. 
Amended: Filed May 12, 1995; effective June 16, 1995. 

cf.(Handbook for School Transportation Bulletin 1981, no. 9); Alabama School Bus 
Inspection Handbook; the Alabama Minimum Specifications for School Buses, and 
Alabama School Bus Drivers’ Record and Report Book, 43rd Edition, 1982. A copy of 
these publications may be obtained without cost from the State Department of 
Education, Transportation Section, Montgomery, Alabama 36130. 

290-2-4-.04 School Bus Driver Training And Certification And School Bus 
Inspection Program. 

(1) The State Department of Education shall certify school bus drivers and conduct 
school bus safety inspections in accordance with state and federal law. As a part of 
these functions, the State Department of Education shall: 

(a) Provide qualified instructors for driver training, 

(b) Design written examinations, 

(c) Provide representatives for performance tests, and 

(d) Provide qualified inspectors for school bus equipment inspections. 

(2) The State Superintendent of Education shall have the authority to revoke or suspend 
any bus driver’s certificate for just cause. The State Superintendent of Education shall 
utilize the procedures for revoking teachers’ certificates found in Ala. Admin. Code ch. 
290-030-020 when exercising this authority. 

Author: Kenneth Wilson. 

Statutory Authority: Code of Ala. 1975, §§16-27-1, 16-27-3 through 5. 

History: Amended February 26, 1970, July 30, 1975, July 11, 1978. Amended: Filed 
March 11, 1994; effective April 15, 1994. Amended: Filed May 12, 1995; effective June 
16, 1995. 

cf. Alabama Minimum Specifications for School Buses. 

290-2-4-.05 Local Transportation Supervisors. Each local transportation supervisor 
or manager shall be trained in school bus driving techniques by the State Department of 
Education and hold a valid Alabama school bus driver's certification and a valid 
Commercial Driver's License with proper endorsements issued by the Department of 
Public Safety. 
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Author: William J. Rutherford. 

Statutory Authority: Code of Ala. 1975, §16-27-1. 

History: New July 11, 1978. Amended: Filed March 11, 1994; effective April 15, 1994. 

290-2-4-.06 Local Mechanic Certification. Safety test shall be administered by State 
Department of Education personnel to local mechanics who perform safety inspections 
on school buses. 

(1) The requirements for certification as a school bus mechanic shall be as follows: 

(a) Completion of a certified auto mechanic's apprenticeship; OR 

(b) Written proof of at least eight year's experience as an auto or truck mechanic; OR 

(c) Written proof of six year's experience as a mechanic’s helper in a school bus shop 
maintaining buses for pupil transportation. 

(2) Any individual who meets one of the above qualifications and is hired as a school 
bus mechanic must within six months pass the school bus safety test administered by 
State transportation personnel and each year thereafter must demonstrate to the State 
Inspector that he still maintains the skill, as well as the mental and physical capabilities, 
to perform all the tasks necessary to assure the safe maintenance of school buses. 

(3) The testing is not purposed to test mechanic skills but to test the individual 
mechanic's knowledge and performance in braking system, exhaust system, steering 
mechanism, and signal system, etc. As a minimum requirement, each participating 
school system shall have one certified mechanic for each twenty school buses. 

Author: William J. Rutherford. 

Statutory Authority: Code of Ala. 1975, §16-27-5. 

History: New March 23, 1977. Amended: Filed May 12, 1995; effective June 16, 1995. 

290-2-4-.07 School Bus Accident Report. School bus accident reports shall be 
forwarded to the Transportation Section, Alabama State Department of Education, 
Montgomery, Alabama 36130-3901. 

Author: William J. Rutherford. 

Statutory Authority: Code of Ala. 1975, §§16-4-4, 16-27-1. 

History: Repromulgated August 19, 1982. 

cf. Alabama School Bus Driver's Record and Report Book, 43rd Edition, 1982. 
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15.  BUDGETING THE AT-RISK PROGRAM 
 
At Risk Programs 
 
 In the 1995 Education Accountability Plan, the Legislature required the 
development of an assistance plan at each school site for at-risk students performing 
below standards set by the State Board of Education.  The Legislature further required that 
each local board of education budget at least $100 per student so identified to be spent on 
tutorial assistance programs including, but not limited to after-school, Saturday school 
and/or summer school.  The funds to be budgeted could be state or federal, with the 
exception that federal funds already budgeted for at-risk students could not be counted 
toward the minimum $100 per student (Section 16-6B-3, Code of Alabama 1975). 
 
 Since state funding was not immediately available to fund this mandate, the 
Foundation Program statute contained permissive language which would allow, for FY 
1996, a local board to use up to 100% of its matched capital purchase funds for serving at-
risk students.  This provision, reduces to 75% allowable in FY 1997, to 50% allowable in 
FY 1998, to 25% allowable in FY 1999, and no amount in FY 2000 and thereafter (Section 
16-13-234(f), Code of Alabama 1975).  The Legislature appropriated $30,428,405 for at-
risk students for FY 2002-2003 to be allocated by the State Department of Education.   
 
 The Legislature included the following language in the Education Appropriations Bill 
for FY 2004-2005 to govern the allocation and expenditure of the At-Risk Program 
appropriation: 
 

 Each district shall receive its pro rate share for each student who is 
defined as being at-risk of dropping out of school or is performing at an 
academic level below current grade placement. It is the intent of the 
Legislature that school systems should be encourage to successfully move 
students from the at-risk category.  Therefore, a school system shall 
maintain its at-risk funding for every student removed from its at-risk 
definition for the next two fiscal years.  Local school districts shall maintain 
separate accounts for all funds received in this category.  The funds 
provided in this section are specifically designated for special programs to 
serve these students and may not be used as a part of a local school 
district’s general operating budget.  Local school districts are expected to 
establish programs which will increase learning opportunities for at-risk 
students.  These programs shall include, but not be limited to, after-school 
tutoring, summer schools, weekend schools, alternative schools, training of 
parents, purchase and use of web-based practice tests for the high school 
graduation exam and other state required standardized tests, and other 
activities designed to assist at-risk students.  The State Department of 
Education shall monitor the intent of the Legislature in the use of these funds 
and shall assure that they are used only in a manner designed to provide 
additional assistance above and beyond the regular instructional program for 
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at-risk students.   At-risk funds shall not be used to supplant any other 
funding of summer schools or other activities which are designed to serve 
the general student population but must be used for specific programs for at-
risk students.  At-risk students shall be defined as those students who have 
scored in Stanines 1, 2, 3, or 4 on the most recently administered state-wide 
student assessment.  Further, local school faculty and the school principal 
shall make specific recommendations for students at the school to be 
included as participants in the at-risk programs.  At-risk funds may be 
expended for student programs to improve the efficiency and utilization of 
technology-based educational resources in the classroom.    As a part of the 
above appropriation for the At-Risk Student Program, there is hereby 
appropriated $750,000 for the Alabama Student Information Management 
System (ASIMS).  ASIMS will connect each school in Alabama with the 
Department of Education through a common software program in order to 
assimilate data necessary to comply with state accountability standards, 
Legislative Fiscal Office requests, and the 2001 Reauthorization of the 
Elementary and Secondary Education Act (ESEA).  It is the intent of the 
Legislature that schools and school systems involve the community in 
planning and implementing at-risk programs.  Therefore, schools shall 
expend at least 20% of the at-risk funds to partner with non-profit and non-
governmental community organizations in planning and implementing at-risk 
programs which direct assist in improving academic performance.  Such 
programs may include, but not be limited to, Boys and Girls Clubs, YMCAs, 
21st Century Leadership, Pell City Bridge Builders, and local civic and 
charitable organizations.  It is the intent of the Legislature that these funds 
not be utilized to partner with governmental nor quasi-governmental 
agencies and entities whose functions already include programs designed 
for at-risk funding.  The local school board shall set forth the efforts made to 
identify and involve community organizations, the local board shall revert to 
the Education Trust Fund any portion of the 20% of its at-risk funding which 
was not expended on partnerships with qualifying community organizations.  
If after a diligent process the local board cannot identify effective community 
organizations, the local board may request a waiver from this 20% 
requirement from the State Superintendent of Education.  The local board 
must submit an alternative plan to the State Superintendent accompanying 
the request for the waiver.  The State Superintendent may approve a waiver 
only upon good and sufficient cause.   In appropriate situations, businesses 
may partner with schools or school systems for at-risk programs but may not 
receive any compensation or reimbursement for expenses or other costs.  
(Acts of Alabama, 2005 Regular Session, Act 2002-223). 

 
At-Risk Program from Public School Fund.  The 1995 Foundation Program stipulates 
that state and local foundation program funds will be allocated to local schools based on 
needs of students, as reflected in the current year's actual student populations including 
at-risk students, students receiving special education services, and students enrolled in 
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vocational -technical educational programs. (Section 16-33-231 (b)(1)d., Code of Alabama 
1975).  Since no funding was initially provided for this purpose in FY 1995-96, the 
legislature allowed the local boards of education to use up to 100 percent of matched 
capital purchase funds for defined at-risk purposes for FY 1995-96.  For fiscal year 97, up 
to 75 percent; for fiscal year 98, up to 50 percent; for fiscal year 99, up to 25 percent.  After 
FY 2000 and beyond, all public school funds must be used for approved capital purchase.  
The purposes within at-risk could include effective school programs and tutorial assistance 
including but not limited to after school, Saturday, and/or summer school programs outside 
of the normal school day (Section 16-13-234 (f), Code of Alabama 1975). 
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16.  General Budgeting Requirements for Local Boards of Education 
 

Introduction 
 

 The legislature of a state has plenary power with respect to educational policy.  
As public education is intrinsically a state function, the “establishment, organization, and 
maintenance” of the statewide system of public schools is a matter of state, not local 
concern. It is therefore the prerogative of the legislature to operate the public schools 
with or without the consent of the local governmental unit.  Public schools are state units 
and local units have only those rights granted by the legislature or guaranteed by the 
state and federal constitutions.  Local board of education members are state officers 
who are charged with implementing the educational policy and programs of the state.  
The plenary power of the legislature “allows the state to mandate that school districts 
develop budgets and to determine the format, calendar, procedures, and so forth for the 
budgeting process (Hack, Candoli, and Ray, p. 122).” 
 
 In order to better coordinate and supervise the statewide system of public 
schools, the Legislature in 1919 created the State Board of Education.  This Board was 
given jurisdiction over all of the state-supported schools with the exception of the 
university, the polytechnic institute, and the college for women.  This board functioned 
as an executive department agency as the governor was the chairman and appointed 
six other members subject to confirmation by the Senate.  In addition, the State 
Superintendent of Education, an elected state official, served as the executive officer 
and secretary of the Board (Harvey, 1989, p. 103).  In 1969, a constitutional amendment 
established the State Board of Education as a constitutional board whose members 
would be elected as provided by the legislature.  The State Superintendent of Education 
was established as an appointive position to be selected by the Board under the 
provisions of this same amendment (Amendment 284, Constitution of 1901).   
 

The effect of this constitutional amendment was to exclude the office of 
superintendent from the executive department and to vest in the state board of 
education the authority to define the duties and compensation of the office of 
superintendent.  The duty of the State Board of Education is to “exercise, through the 
state superintendent of education and his professional assistants, general control and 
supervision of the public schools of the state.  The Board is empowered to exercise this 
general control and supervision to the extent authorized by the legislature and to the 
extent it does not conflict with specifically conferred powers upon local boards of 
education (Code of Alabama, 1975, Section 16-3-11).  

 
 Control by the state of the budgeting process of local school systems is not a 
new phenomenon.  Directly stated, for the provisions of Section 256 (“The Legislature 
shall establish, organize, and maintain a liberal system of public schools throughout the 
state for the benefit of the children thereof between the ages of seven and twenty-one 
years.”) to be implemented and for the state and its empowered agencies to budget 
within available revenues, the state must exercise budgetary control. 
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Budget System Established For Local Boards Of Education 
 
  No true state budget system existed in Alabama until debt finally got out of 
control.  The bankruptcy of the state was finally recognized in 1932, and the state 
moved to incorporate a modern budget system.  In would be somewhat later after years 
of desperate fiscal condition that the state enacted a budget system for local boards of 
education designed to prevent deficit spending by local boards.  The effects of the 
Depression of 1929 were dramatic in Alabama, and no aspect of state government 
suffered more than its public education system.  With successive years of revenue 
shortfall at the state level with accompanying proration of appropriations to public 
schools, it was an annual miracle that public schools were able to continue to operate.  
However, this mode of operation included ending the school term when the money ran 
out and the failure to pay teachers either on time or at all.  It was a true crisis situation 
for students and teachers alike. 
  

Constitution of 1901 and the State Debt 
 
 The Constitution of 1901, in theory, prohibited deficit spending.  By 1932, 
however in practice, Alabama had managed to circumvent the provisions of Section 213 
stated that “… no new debt shall be created against, or incurred by this state, or its 
authority …”  The results were that the budget had not been balanced since 1907 and 
that the state was bankrupt.  Under the provisions of Section 213 which did allow the 
governor to negotiate temporary loans, never to exceed three hundred thousand dollars 
“to meet the deficiencies in the treasury,” a perpetual debt had been created as this 
authority was used to pay annual interest on a permanent debt (Alyea, pp. 2-3). 
 
 This circumvention of the constitution was through the issuance of interest-
bearing certificates of indebtedness or warrants paid from the annual appropriation by 
the legislature to the governor’s Contingency Fund in the amount of $100,000 (Pilegge, 
pp. 8-9).  The principal of the debt was not being retired contrary to the intent of Section 
213.  By September 30,1931, a consolidated current deficit of the state amounted to 
$18,206,258.17 (Brookings Institution, Volume 3, p. 40). 
 

Brookings Institution Report of 1932 
 
 The legislature on January 30, 1931, passed an act requesting the services of 
the Institute for Government Research of the Brookings Institution of Washington, D.C. 
to survey the government of the State of Alabama and to make recommendations for 
improvement.  The Report subsequently produced was submitted to Governor Miller of 
June 11, 1932 (Brookings Institution, p. 31).  A major portion of the Report included 
improvements in accounting and budgeting.  Considerable stress was placed on the 
necessity to prohibit any appropriation from being paid in full unless there were 
sufficient funds on hand in the state treasury to meet it (Alyea, p. 16). 
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Budget and Financial Control Act of 1932 
 
 The legislature approved this plan in extraordinary session on September 27, 
1932, with passage of “The Budget and Financial Control Act” which was popularly 
known as the “Fletcher Act.”  This Act declared as follows: 
 

 Section 19.—APPROPRIATIONS:  The appropriations made shall not 
be available for expenditure until allotted as provided for in Section 20, 
except as may be otherwise provided in this Act.  All appropriations now 
are hereafter made except per capita appropriations now in force or 
hereafter made to the Eleemoynary and correctional institutions and the 
Alabama School for Deaf and Blind at Talladega, Alabama, which 
appropriations shall remain in full force and effect and payable and 
disbursed as now provided by law are hereby declared to be maximum, 
conditional and proportionate appropriations, the purpose being to make 
the appropriations payable in full in the amounts named only in the event 
that the estimated budget resources during each fiscal year of the 
quadrennium for which such appropriations are made, are sufficient to pay 
all of the appropriations in full;  the Governor shall restrict allotments to 
prevent an overdraft or deficit in any fiscal year for which appropriations 
are made by prorating without discrimination against any department, 
institution, commission, or other State agency, the available revenues 
among the various departments, institutions, bureaus, boards, commission 
and other State agencies. In other words, the said appropriations shall be 
payable in such proportion as the total sum of all appropriations bears to 
the total revenues estimated by the Governor as available in each of said 
fiscal years.  The purpose of this provision is to insure that there shall be 
no overdraft or deficit in the several funds of the State at the end of a fiscal 
year, and the Governor is directed and required to administer this Act as 
to prevent any such overdrafts or deficits (Acts of Alabama, 1932, No. 37, 
pp. 44-45), 
 

 The appropriations described above for Eleemosynary and correctional 
institutions and for the Alabama School for Deaf and Blind were made in individual acts 
for each institution on a per capita basis.  These appropriations were permanent, 
recurring, and indefinite in nature.  They encourage institutions to increase the number 
of inmates and to discourage the discharge of inmates.  Thus, there was financial 
advantage to offering services and disadvantage to limiting services (Harvey, 1989, pp. 
138-163).  
 
 The determination of the fiscal year of the state of Alabama was last considered 
in 1932 when the Legislature defined the fiscal year to be October 1 to September 30 
for the purposes for making appropriations and financial reporting.  This applied to all 
departments, institutions, bureaus, boards, commissions, and state agencies (Code of 
Alabama 1975, Section 1-3-4).  Interestingly, the legislative definition of fiscal year for 
county government was not adopted until 1935 (Code of Alabama 1975, Section 11-8-
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1).  Yet the state had not directly addressed budgeting by local school systems.  This 
would finally occur in 1939. 
 

The Local School Budget System of 1939 
 

The legislature in 1939 finally passed an act establishing a modern system of 
budgeting for local boards of education.  While elements of this system had existed 
earlier, this act addressed the budgeting process in a systematic fashion.  The following 
elements were included for the purpose of promoting economy and efficiency in the 
finances of public schools.  In 1939 the state fiscal year for schools  was established as 
it remains today:  October 1 to September 30 (Code of Alabama 1975, Section 16-13-
3). This is, of course, out of synchronization with the scholastic year which is July 1 to 
June 30 (Code of Alabama 1975, Section 16-1-1). 
 
 1. Budget Form Required.  An annual budget was required to be prepared and 
adopted by each local board of education on or before the first day of July of each year 
in accordance to the classification and items specified on forms provided by the state 
superintendent of education in accordance with regulations of the state board of 
education.  Such approved budget was required to be submitted to the state 
superintendent of education. 
 
 2. Estimation of State Funds Available.  On or before the first day of June 
each year, the state comptroller was charged with estimating the state revenues to be 
available to the state superintendent of education to meet the various appropriations to 
the public schools.  The state superintendent would thereupon estimate the amount of 
each of these funds to be apportioned to each local public school system during the 
next year. 
 
 3. Estimation of Local Funds Available.  On or before the first day of June 
each year, the county treasurer of each county and the city treasurer of each city, the 
county tax assessor, or the appropriate official charged by law with estimating local 
revenue, was required to certify in writing to the respective county and city 
superintendents the funds revenues from any taxes or funds set aside by the respective 
counties or cities for school purposes. 
 
 4. Budgeted Expenditures Not to Exceed Budgeted Income.  No 
superintendent was allowed to recommend nor was any local board of education 
allowed to approved any budget for the operation of schools for any fiscal year in which 
expenditures were in excess of revenues as determined by the revenue estimates are 
described above plus balances on hand.  The exception to this limit was in the case of 
school warrants issued in accordance with state law. 
 
 5. When a Budget is Official.  A school system budget became official only 
when prepared as described above and when a copy has been filed with and approved 
by the state superintendent of education.  The state superintendent was directed to 
determine that teachers to be paid held valid teaching certificates and had been 
nominated in writing to the local board of education.  A local superintendent was 
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permitted, with the approval of the local board, to make budget changes during the 
fiscal year, provided that the schools operated for a minimum school term and that no 
deficit spending occurred.  The state superintendent of education was directed to 
withhold any state funds to a local board of education for any fiscal year until a budget 
was designated as official under the provisions of this section. 
 
 6. Penalty for Exceeding Budget.  Any local board of education which 
expended more than the estimate of income plus balances on hand was to be 
penalized.  A local board would have its state allotment from the minimum program fund 
reduced for the following fiscal year in an amount equal to one-fourth of any deficit 
incurred.  Any local superintendent making a financial statement to the local board or to 
the state superintendent of education which purposely misrepresents the amount of the 
deficit or obligations outstanding would be guilty of a misdemeanor and punished by a 
fine of between one hundred and five hundred dollars. 
 

7. Revenue Anticipation Warrants.  Upon the recommendation of the local 
superintendent, local boards were permitted to borrow money in anticipation of current 
revenues for that fiscal year and to pledge these current revenues for the repayment of 
the loan when funds on hand are insufficient to meet payment of teachers’ salaries and 
other items of current expense.  The total amount of such loans which may be 
outstanding during a fiscal year is limited to the official estimate of total current revenue 
to be received during the fiscal year less the current revenue to be received and less 
the outstanding principal and interest of loans due in that fiscal year.  All such current 
loans are due and payable not later than the close of the fiscal year, with the exception 
that should the State of Alabama provide the final state apportionment after the close of 
the fiscal year, then the loan may be extended until the allotment is made. 

 
In the circumstance that a local board of education does not have necessary 

funds necessary to retire all current loans, such loans shall become a first lien on the 
current revenue of the succeeding fiscal year subject only to the prior lien of principal 
and interest due on outstanding warrants.  No loans can be made in the current year 
shall be secured by anticipated revenues from a future fiscal year.   

 
However, expenditures for teachers’ salaries for services rendered and for 

transportation for the scholastic year July 1 to June 30, inclusive, for any one year, and 
expenditures for fuel and school supplies to be consumed in the scholastic year July 1 
to June 30, inclusive, shall be paid from receipts for that fiscal year October 1 to 
September 30 , inclusive, which begins October 1 after the beginning of the scholastic 
year, or from cash on hand.  Local boards upon the recommendation of the 
superintendent may borrow money to pay for such expenditures and to pledge revenues 
from the fiscal year from which such expenditure are to be paid, provided that such 
loans must be repaid during that fiscal year from which revenues are pledged. 

 
8.  Interest on Current Loans—Local boards of education were prohibited from 

paying more than six per cent interest on current loans; local boards were encouraged 
to negotiate as low of rates as possible. 
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9.  Payment of Teachers’ Salaries When Due—It was defined as the duty of 
local boards to pay teachers’ salaries when due promptly.  If insufficient funds were on 
hand, then such current loans as would be necessary were to be secured.  Failure to 
pay teachers’ salaries for any month within ten days of when salaries were due would 
result in a required report to the state superintendent of education as to the reason for 
the delinquency.  No local boards were allowed to issue certificates of indebtedness to 
teachers or other creditors, but rather were required to secure loans (Code of Alabama, 
1940, Title 52, Article 5, Sections 236-245). 
 

The Local School Budget System, 2005 
 

The Budget System in operation today is remarkably similar to the one approved 
by the legislature in 1939.   In order to implement this system in a timely fashion, it is 
recommended that each local school system approve a local budget calendar which 
corresponds and supplements the timetable for filing state reports.  A Budget Calendar 
is a listing of all the activities that are required during the budgeting process and arranged 
chronically by month.  A calendar of budgetary events of an organization identifies all 
areas of the budget, assigns responsibility to an administrator and lays out the process 
with deadlines or dates by which accomplishments must be recorded. 
 

 Each statutory provision for the budgeting system is discussed as found in the 
Code of Alabama 1975, Article 7, as amended through acts of the Legislature for 
Regular Session 2002. 

  
Section 16-13-140.  Established for county and city school systems; form of 

annual budget required.   
 
This section corresponding to (1) above changes (1953) the date the locally 

adopted budget shall be submitted to the State Superintendent of Education to October 
1 of each year. In addition by a 1997 legislative amendment, the State Department of 
Education is required to prepare proposed annual budget forms and make them 
available to each local superintendent by August 1 of the first year of each legislature 
quadrennium and by July 1 of each subsequent year for use with public hearings.  The 
forms are to be clear, uniform, and concise in order to promote understanding by the 
general public.  

 
Time of Legislative Sessions 

 
 The difference in timing is due to the statutory meeting times of the legislature as 

changed by the Legislature in 1997: 
 

The legislature shall convene on the second Tuesday in January 
next succeeding its election in organizational session and shall remain in 
session for not longer than 10 consecutive calendar days.  Commencing 
in the year 1999, the annual sessions of the Alabama Legislature shall 
commence on the first Tuesday in March of the first year of the term of 
office of the legislators, on the first Tuesday of February of the second and 
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third years of the term and on the second Tuesday in January of the fourth 
year of the term.  The annual session shall not continue longer than 30 
legislative days and 105 calendar days (Code of Alabama 1975, Section 
29-1-4.). 

 
Provisions pertaining to the conduct or length of a special session of the 

Legislature were left unchanged: 
 

No special session of the Legislature shall continue for longer than 
12 legislative days and 30 calendar days (Code of Alabama 1975, Section 
19-1-5). 

 
Both of these statutory provisions are implementation of Amendment 339 to the 

Constitution of 1901 proclaimed ratified June 18, 1975: 
 
Beginning in the year 1976 regular sessions of the legislature shall 

be held annually on the first Tuesday in May, or on such other day as may 
be prescribed by law, and shall be limited to 30 legislative days and 105 
calendar days.  Special sessions of the legislature convened in the 
manner provided by this Constitution shall be limited to 12 legislative days 
and 30 calendar days (Constitution of 1901, Amendment 339). 

 
Required Public Budget Hearings: 

 
A new feature of the 1997 amendment was the requirement for at least two open 

public hearings. These provisions are discussed in detail in another section.  Generally, 
however, copies of the proposed budget shall be provided to the public on the forms as 
provided above.  The time and place of the convenient meeting shall be publicized 
through the media and by posting.  Such proposed budget shall clearly delineate 
revenues from all sources, and the proposed expenditures, showing projected 
enrollment, and numbers of teachers, librarians, counselors, administrators and other 
support personnel to be employed at each school.  In addition, the funds earned at each 
local school through the Instructional Support Program of the Foundation Program shall 
be shown.  After this budget is approved by the local board, copies shall be made 
available to the public at a cost not to exceed cost of production (Code of Alabama 
1975, Section 16-13-140). 

 
Further provisions provide in the same manner as in 1939 for the approval of the 

budget.  However, this Section incorporates the stipulation in number (4) above that 
limits expenditures to budgeted income. 
 
 Section 16-13-141.  Comptroller and state superintendent to estimate funds. 
 
 This Section corresponding to (2) above is virtually identical to the 1939 provision 
with the exception of the date the Comptroller or other state officials are to estimate 
funds available.  This was changed in 1953 to September 1 of each fiscal year.  This 
provision is implemented annually with the passage of the annual education 
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appropriations acts and the distribution of estimated allocations to local boards of 
education by the state superintendent of education. 
 
 Section 16-13-142.  County and city treasurer to certify estimated funds 
available. 
 
  This Section corresponding to (3) above is virtually identical to the 1939 
provision with the exception of the date the local officials are to estimate funds 
available.  This was changed in 1953 to September 1 of each fiscal year.  The 
requirement is clear for local county and/or city officials to certify in writing on or before 
September 1 of each year the estimate of ad valorem tax revenues and revenues from 
other funds set aside by law or ordinance to the local superintendent of education. 
 
 Section 16-13-143.  When budget official; approval of funds for teachers’ 
salaries; changes in budget; approval prerequisite to receipt of funds. 
 
 This Section corresponds to (5) above and is unchanged since 1939.  It is worth 
noting that a court decision has determined that a local board cannot amend the annual 
budget of a local school system without the recommendation or at least consent of the 
local superintendent.   While there is no requirement that the State Superintendent of 
Education approve each local budget amendment, the State Department of Education 
has developed the following guidelines for amending the budget.   
 

Procedures for Amending Budget and/or Program Applications 
 
A. Amendments to the budget must be approved by the local board. The following 

should be submitted to the SDE: 
 1. Annual Budget form to include Exhibit B-1-A (indicate amendment number).  A 

sample page of this document (one page of two) follows as Table 16-1. 
 2. Magnetic disk 
 3. Program Application (If Applicable) 
 
B. Reason for the Amendment. Indicate in detail in the space provided on page 1 

and fill in the amendment number. 
 
C. Budget amendments showing Deficit Ending Fund Balance. Any submitted 

budget amendments that present a deficit in any fund source will not be approved. 
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Table 16-1 
Exhibit B-1-A for Amending Budget 

FISCAL YEAR 2005 
Original              : ___ 
Amendment No.: ___ 

________________________________ BOARD OF EDUCATION 
COMBINED BUDGET FOR REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES 

GOVERNMENTAL AND EXPENDABLE TRUST FUNDS 
FISCAL YEAR ENDED SEPTEMBER 30, 2004 

 
 

 EXHIBIT B-I-A 
FUND TYPES GOVERNMENTAL FIDUCIARY TOTAL 
DESCRIPTION GENERAL SPECIAL REVENUE DEBT SERVICE CAPITAL PROJECTS EXPENDABLE TRUST (Memorandum Only) 

REVENUES:       
  State Revenues       
  Federal Revenues       
  Local Revenues       
  Other Sources       
TOTAL REVENUES       

EXPENDITURES:       
  Instructional Services       
  Instructional Support Services       
  Operation & Maintenance       
  Auxiliary Services       
  General Administrative 
Services 

      

  Capital Outlay       
  Debt Services       
  Other Expenditures       
TOTAL EXPENDITURES       

OTHER FUND SOURCES (USES):       
  Other Fund Sources       
  Other Fund Uses       
TOTAL OTHER FUND SOURCES (USES)       

EXCESS REVENUES & OTHER 
SOURCES OVER(UNDER) 
EXPENDITURES & OTHER FUND USES 

      

BEGINNING FUND BALANCE - OCT 1       

ENDING FUND BALANCE - SEPT 30       

  
 

D. Budget Amendments are required under these circumstances: 
 
 1.  it is determined collections will fall short by more than 10% of the budgeted 

amount of all anticipated revenues in a major revenue source (State, Federal, 
Local or Other) and when this major revenue source accounts for at least 10% 
of the total revenues in the fund source. 

 2. an additional State allocation is received that is material in amount and(or) has 
special budgeting and reporting requirements. 

 3. an additional Federal allocation is received (regardless of amount) and has 
special budgeting and reporting requirements. 

 4. the estimated Beginning Fund Balance originally budgeted is significantly more 
than the actual ending fund balance reported on the General Purpose 
Financial Statements of the previous year. 

 5. the estimated positive Beginning Fund Balance originally budgeted is a deficit 
on the General Purpose Financial Statements of the previous year. 

 6. the cumulative expenditures in a major program category for a particular fund 
source will exceed 10% of the total amount budgeted in a major program for 
that fund source or when a new major program is added. Major Program 
categories are defined as follows in Table 16-2: 
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Table 16-2 
Major Program Categories 

1100-1199  Kindergarten Program 4200-5999   Non-Regular Day School Instructional 
Programs 

1200-1299   Elementary Program 8100-8199   Instructional Services 
1500-1699    Secondary Program 8200-8299   Instructional Support Services 
1700-1799 Alternative School Programs 8300-8399   Operations & Maintenance 
1800-1899    Supplementary Education Programs 8410-8419    Auxiliary Services - Student 

Transportation 
1900-1999   Other Regular Education Programs 8420-8429    Auxiliary Services - Food Services 
2000-2999   Special Education Programs 8600-8699    General Administration Services 
3000-3999   Voc Tech Ed Programs  9000-9997    General Administration Services 
4100-4170 Adult Education   

 
E. Federal Programs - Effective Date: Will be the date the amended program 

application is received in the SDE in substantially approvable form. Program staff 
should coordinate the submission with the Budget Officers in order that budget 
changes on magnetic media will be in agreement with the program amendment. 
Programmatic Amendments are required when:  

 
 1.  any changes are made to the scope or objectives of the program, regardless of 

whether there is an associated budget revision requiring prior approval. 
 2.  initial or additional capital outlay items are needed. If additional capital outlay 

items are needed but the amount of funds involved does not warrant a budget 
revision, a letter outlining what is needed may be submitted over the 
Superintendent’s signature. 

 3.  changes in staff positions (replacing a staff position already approved not 
applicable) may require a revision to the staff summary page of the applicable 
federal program application. 

 4. for non-construction projects, contracting out or otherwise obtaining the services 
of a third party to perform activities which are central to purpose of the program. 

 5.  for combined construction and non-construction projects - before making any 
fund transfer from non-construction to construction or vice-versa. 

 6.  any revision which would result in the need for additional funds (i. e. when 
actual carryover amount exceeds amount previously budgeted). (SDE:  
Revised 05/20/98 – reprinted for FY 2005). 

 
 
 Section 16-13-144.  Prohibition and penalty for exceeding budget. 
 
 This Section corresponding to (6) above is virtually identical to the 1939 provision 
with two changes.  The first change made in 1979 suspends the operation of this 
Section during a year of proration.  
 

Provided, however, this section shall not apply to any fiscal year 
where there is proration of education funds going to local boards of 
education.  No funds shall be transferred by any board of education from 
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salary allocations to any other expenditure or for any other purpose.  In 
times of proration, salaries shall not be subject to proration, 

 
The second change was made in 1995 when all references to the minimum program 
fund were replaced with the Foundation Program Fund. While the salaries of teachers 
have never been prorated at the local board level based upon the concept of “obligation 
of contracts,” no such language has existed in the Code.  This new language affirming 
that salaries shall not be subject to proration is entirely new and has been interpreted by 
the State Supreme Court to mean that state salary allocations, are still subject to 
proration at the state level but are not subject to proration at the local level.  This same 
prohibition appears in Section 16-6B-9:  “No funds shall be transferred by any board of 
education from salary allocations to any other expenditure or for any other purpose. In 
times of proration, salaries shall not be subject to proration.“  
  
  The last major change was (3) the insertion of language allowing the State 
Superintendent to waive all or part of the financial penalty to be assessed against a 
local board of education for expending more money that the estimate of income 
available plus balances on hand.  The failure of any local superintendent to accurately 
represent the financial condition of the local board of education constitutes a 
misdemeanor and punishable by a line of not less than $100 or more than $500.   
 
 
 Section 16-13-145.  Authority to borrow funds against revenues of current 
year; authority to contract with T.V.A. to obtain funds to improve energy-efficient 
school buildings with approval of state superintendent. 
 
 This Section corresponding to (7) above is virtually identical to the 1939 provision 
with two changes.  The first change  in 1981 granted a local board of education upon 
approval of the superintendent the authority to contact with the Tennessee Valley 
Authority or other such entity for assistance in modifying any school buildings as may be 
determined to be energy inefficient in order to improve the energy efficiency of such 
buildings.  Such a contract must be approved by the State Superintendent of Education 
to be effective. 
 
 The second change added classroom materials to the list of items of expenditure 
for which a local could be secured to be repaid for from receipts of the next ensuing 
fiscal year.  This change was part of the funding revisions made in 1995, 
 
 Section 16-13-146,  Interest rate on current loans.   
 
 This Section corresponding to (8) above was amended in 1981 to authorize local 
boards to pay interest on current loans up to eight percent for those local secured in 
accordance with the provisions of Section 16-13-145 above.   
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 Section 16-13-147.  Payment of teachers’ salaries when due. 
 

This Section corresponds to (9) above and is unchanged since 1939.  Teachers’ 
salaries must be paid when due and Section 16-13-145 authorizes the securing of 
current loans to make such payments. 

 
 

Summary of General Budgeting Requirements 
 

Section 16-13-140 
a.  There shall be a budget system. 
b. The State Department of Education shall prepare annual budget 

forms by August 1 of first year of quadrennium for budget hearings. 
c. The State Department of Education shall prepare annual budget 

forms by July 1 of subsequent years for budget hearings. 
d. Each local board shall hold at least two budget hearings 
e. Final copies of budget shall be available to the public. 
f. Local boards shall submit to State Superintendent of Education the 

final annual budget by October 1 
g. Each budget must be in accordance with regulations of State Board 

of Education. 
h. No local board or superintendent may approve a budget with 

expenditures in excess of revenues. 
 
Section 16-13-141 

a. Comptroller or other state official must certify by September 1 
revenues to meet appropriations. 

b. State Superintendent of Education must thereupon derive school 
system allocations from appropriations. 

 
Section 16-13-142 

a. County Treasurer and City Treasurer or other official must certify in 
writing to local superintendent of education assessed valuation and 
revenues to be available by September 1. 

b. County Treasurer and City Treasurer or other official must certify in 
writing to local superintendent other funds to be received by law or 
ordinance by September 1. 

 
Section 16-13-143 

a. Local school system budget must be prepared by local 
superintendent and approved by local board. 

b. Copy must be sent to State Superintendent of Education and 
approved in order to be official. 

c. The State Superintendent of Education cannot approve salary 
expenditure unless teachers hold valid teaching certificates and 
have been nominated in writing by superintendent and appointed 
by board. 
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d. Local Superintendent with approval of board may amend budget 
provided that such changes conform to regulations of State Board 
of Education and do not incur a deficit. 

e. No local board may receive state allocations until its budget has 
been approved by the State Superintendent of Education. 

 
Section 16-13-144 

a. No local board can obligate to spend more than its revenues plus 
balances on hand. 

b. The exception is when a current loan is necessary under provisions 
of Section  16-13-145. 

c. These provisions are suspended in a year in which the ETF is 
prorated. 

d. No funds in a year of proration can be transferred from salary 
allocations to any other expenditure. 

e. In times of proration, salaries shall not be subject to proration. 
f. If spending exceeds available revenues, the State Superintendent 

of Education shall reduce allotments from Foundation Program in 
succeeding year a penalty equal to 25% of the deficit. 

g. This penalty may be waived by State Superintendent of Education 
in total or in part if substantial efforts are made to remove deficit 
and a financial plan is approved by State Superintendent of 
Education. 

h. Any financial statement by a local superintendent to the local board 
to the State Superintendent of Education which purposely 
misrepresents financial condition is a misdemeanor. 

 
Section 16-13-145 

a. A local board of education may, upon recommendation of 
superintendent, borrow in anticipation of current revenues to pay 
salaries and meet current expenses when due.  

b. The amount which can be borrowed in anticipation of current 
revenues: from total estimate of current revenue, subtract amounts 
already received and principal and interest due and unpaid on 
revenue warrants.  Must be approval of State Superintendent of 
Education. 

c. All current loans must be due and payable during current fiscal 
year, unless final state apportionment occurs after the close of the 
fiscal year. 

d. Such loans unpaid at the end of the fiscal year shall become a first 
lien on the current revenue of the succeeding fiscal subject only to 
prior lien of principal and interest of school warrants. 

e.  Loans can be secured during the current year which pledge the 
school revenues of any other fiscal year. 

f. Expenditures for teachers’ salaries for services rendered and 
transportation for the scholastic year July 1 to June 30 inclusive, 
and expenditure for fuel and school classroom materials and 
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supplies to be consumed in the scholastic year July 1 to June 30 
inclusive, shall be paid from cash on hand. 

g. If for any reason insufficient funds are on hand, then local boards, 
upon the recommendation of the local superintendent, may borrow 
money to pay for such expenditures and to pledge school revenues 
from the ensuring fiscal year. 

h. However, such a loan must be repaid during that fiscal year for 
which the school revenue is pledged. 

i. Any local board, upon recommendation of the superintendent, may 
contract with TVA to obtain financing funds to modify a school 
building as to improve energy efficiency.  Such contract must be 
approved by the State Superintendent of Education. 

 
Section 16-13-146 

a. Local boards of education may pay interest not exceeding eight 
percent per annum on current loans secured in accordance with 
Section 16-13-145. 

b. Local boards may call upon the assistance of the State 
Superintendent of Education in securing as low an interest rate as 
possible. 

 
Section 16-13-147 

a. Local boards must pay teachers’ salaries when due.  
b. Local boards must secure current loans in accordance with Section 

16-13-145 to pay teachers’ salaries If sufficient funds are not on 
hand. 

c.  The failure of a local board of education to pay teachers’ salaries 
within 10 days after the date due, requires the local superintendent 
to make a full and complete report of the delinquency to the State 
Superintendent of Education on the 11th day. 

d. No board of education can issue certificates of indebtedness to 
teachers or other creditors of the board; insufficient funds to pay 
salaries and other current expenditures when due must result in the 
board securing current loans to pay these obligations. 

 
Educational Program Generally 

 
 The Code of Alabama and many State Board of Education Regulations both 
prescribe and mandate much of the educational program to be provided students in 
Alabama’s schools.  The majority of the decisions to be made with regard to 
implementing an educational program are made by the state and must be considered 
when developing a budget.  These statutory requirements function to diminish a local 
board’s budgeting prerogative.  The statutory provisions follow: 
 

(1) The scholastic day shall be not less than six hours of actual teaching (Code 
of Alabama 1975, Section 16-1-1), 
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(2) Local boards of education must provide each teacher employed at least 30 
minutes of time free of instructional or supervisory responsibilities each teaching 
day Code of Alabama 1975, Section 16-1-1). 
 
(3) Eye protective devices must be provided by the local board of education to 
teachers and pupils participating in hazardous activities (Code of Alabama 1975, 
Section 16-1-7). 
 
(4) School bus drivers and other support personnel shall be paid when absent 
for sickness, accidents, or some other unavoidable cause (Code of Alabama 
1975, Section 16-1-18). 
 
(5) Members of city and county boards of education are to receive 
compensation for their services and actual traveling and other necessary 
expenses (Code of Alabama 1975, Section 16-1-26), 
 
(6) In addition to a comprehensive core curriculum of academics, each local 
board shall offer a program of vocational/technical education (Code of Alabama 
1975, Section 16-6B-2). 
 
(7) For students in grades nine through twelve beginning with students entering 
the ninth grade in the 1996-97 scholastic year, the following courses are 
required: 
 (a) four years of English; 
 (b) four years of mathematics, including basic mathematical skills and 

computer literacy; 
 (c) four years of science; and 
 (d) four years of social studies. 
It is the intent of the legislature that local boards provide courses including 
foreign languages, fine arts, physical education, wellness education, 
vocational/technical education.  These required courses must be successfully 
passed for graduation and receipt of a diploma (Code of Alabama 1975, Section 
16—6B-3). 
 
(8) County boards of education shall be composed of five members elected by 
qualified voters of the county (Code of Alabama 1975, Section 16-8-1). 
 
(9) County board members shall receive compensation and actual traveling and 
hotel expenses (Code of Alabama 1975, Section 16-8-5). 
 
(10) County boards are authorized to grant five days annually of personal leave 
to teachers (Code of Alabama 1975, Section 16-8-26). 
 
(11) Support personnel are granted no less than two days of personal leave 
(Code of Alabama 1975, Section 16-8-27). 
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(12) The county board of education shall appoint a custodian of school funds 
who must give surety bond (Code of Alabama 1975, Section 16-8-33). 
 
(13) The county board of education shall publish annually a complete financial 
statement (Code of Alabama 1975, Section 16-8-37). 
 
(14) The county board shall see that every school building is insured for its 
insurable value (Code of Alabama 1975, Section 16-8-42.1). 
 
(15) The county board of education shall provide sanitary, hygienic, suitable, and 
convenient rest rooms for school children (Code of Alabama 1975, Section 16-8-
43). 
 
(16) There shall be a county superintendent in each county of the state (Code of 
Alabama 1975, Section 16-9-1). 
 
(17) The county board shall fix and approve the bond of the county 
superintendent of education (Code of Alabama 1975, Section 16-9-3). 
 
(18) The county superintendent shall receive compensation, included salary and 
travel expenses (Code of Alabama 1975, Section 16-9-12). 
 
(19) The county board of education may employ staff for the county 
superintendent and provide suitable office quarters (Code of Alabama 1975, 
Section 16-9-24). 
 
(20) There shall be a city board of education composed of at least five members 
(Code of Alabama 1975, Section 16-11-2). 
 
(21) The city board may choose as its custodian of funds the city treasurer or 
elect to chose any other person (Code of Alabama 1975, Section 16-11-6). 
 
(22) The city superintendent of schools and designated treasurer of city board 
must give surety bond (Code of Alabama 1975, Section 16-11-7). 
 
(23) The city board of education shall annually publish a financial statement in a 
newspaper (Code of Alabama 1975, Section 16-11-24). 
 
(24) The city board of education shall appoint a city superintendent of schools 
(Code of Alabama 1975, Section 16-12-2). 
 
(25) The city superintendent of schools shall recommend the employment of one 
or more attendance officers (Code of Alabama 1975, Section 16-12-18). 
 
(26) Local boards of education shall require surety bonds on such persons 
charged with the handling of public funds (Code of Alabama 1975, Section 16-
13-8). 
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(27) Public school funds shall be expended to pay premiums on surety bonds 
(Code of Alabama 1975, Section 16-13-9). 
 
(28) Local boards of education shall establish educational programs to inform 
parents of school children of their education-related responsibilities to their 
children (Code of Alabama 1975, Section 16-28-2.2). 
 
(29) The county superintendent of education shall arrange with the county health 
officer to arrange for the examination of every child attending school for any 
physical defects of any kind (Code of Alabama 1975, Section 16-29-1-). 
 
(30) It is the duty of city and county boards of education to cooperate with the 
State Board of Education to remove illiteracy and may use such public school 
funds as necessary (Code of Alabama 1975, Section 16-34-2). 
 
(31) The State Board of Education shall prescribe the minimum contents of 
courses of study for all public schools in the state and shall fix the maximum 
number of courses which are compulsory (Code of Alabama 1975, Section 16-
35-4). 
 
(32) In every elementary school there shall be taught reading, spelling and 
writing, arithmetic, oral and written English, geography, history of the United 
States and Alabama, elementary science, health education, physical education, 
and other studies as may be prescribed by the State Board of Education (Code 
of Alabama 1975, Section 16-35-5). 
 
(33) Local boards of education shall have the authority to appropriate funds to be 
used in securing and distributing textbook (Code of Alabama 1975, Section 16-
36-20). 
 
(34) All students in the public schools shall be provided with adequate and 
current textbooks and other necessary instructional supplies for use in their 
education (Code of Alabama 1975, Section 16-36-70). 
 
(35) The local superintendent shall provide for the safe storage of all textbooks, 
and provide for the collection, storage, maintenance, and repairs of all textbooks 
(Code of Alabama 1975, Section 16-36-34). 
 
(36) Each school board shall provide not less than 12 consecutive years of 
appropriate instruction and special services for exceptional children, beginning 
with those six years of age from any funds available to it (Code of Alabama 1975, 
Section 16-39-3). 
 
(37) In providing for the instruction of exceptional children, the school boards 
shall utilize regular school facilities and adapt them to the needs of exceptional 
children (Code of Alabama 1975, Section 16-39-8). 
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(38) Local boards of education shall provide transportation services for 
exceptional children with the expectation of 80 percent reimbursement from the 
ETF.  If not provided, the local board must assume costs from any funds 
available (Code of Alabama 1975, Section 16-39-11) 
 
(39) All local boards of education are required to provide free appropriate public 
education for all eligible children with disabilities, ages three through five years 
inclusive (Code of Alabama 1975, Section 16-39A-2). 
 
(40) Every public school shall carry out a system of physical education in 
accordance with the course outline provided by the State Department of 
Education (Code of Alabama 1975, Section 16-40-1). 
 
(41) Every local board of education shall require that students in grades seven to 
12, inclusive, receive instruction in parental responsibilities and instruction in the 
importance of an education and the consequences of not receiving a high school 
diploma and on how to study.  This instruction shall be included in existing 
courses (Code of Alabama 1975, Section 16-40-1.1). 
 
(42) All students enrolled in health classes in the tenth grade shall receive 
instruction in cardiopulmonary resuscitation or CPR (Code of Alabama 1975, 
Section 16-40-8) 
 
(43) Courses in sex education or the human reproductive process shall include 
and emphasize responsible sexual behavior; courses including drug education 
shall include drug prevention programs (Code of Alabama 1975, Section 16-40A-
3). 
 
(44) It is the intent of the legislature that local boards provide drug abuse 
education for all students in grades one through 12 as a part of the curriculum of 
every school, and that funds available from other sources be combined with 
funds appropriated for this purpose for maximum benefit (Code of Alabama 1975, 
Section 16-41-9). 
 
(45) All schools must display the flag of the United States and of the state of 
Alabama, and such flags shall be paid for by local boards of education (Code of 
Alabama 1975, Section 16-43-4) 

 
While most of these unique statutory requirements were not materially subject to 

review and modification during the 1995 funding revisions, they do merit review for local 
boards of education to be in complete compliance with state law.   
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17.  BUDGETING AND ACCOUNTABILITY 
 
 When the Legislature approved the 1995 Foundation Program, they also 
approved companion legislation which has become known as the 1995 Education 
Accountability Act.  This companion Act to the 1995 Foundation Program also 
addressed elements of school finance.  In fact, some of these elements affect the 
operation of the 1995 Foundation Program and should have been written in that Act.  
Others related to Financial Accountability.  For the most part, the 1995 Foundation 
Program did not address the budgeting provisions in place since 1939.  The 
Accountability Act (Code of Alabama 1975, Sections 16-6B-1 et. seq.) provided for state 
intervention for failure of local boards of education or school sites to meet state 
standards in three areas:  (1) finances; (2) academic performance; and (3) safety and 
discipline.  Financial accountability and academic accountability will be discussed in the 
following sections and safety and accountability follows. 
 
Financial Accountability 
 
 The Act stipulated that local boards of education must be financially accountable 
just as they are accountable for student achievement.  Therefore, local boards of 
education are required to provide annual financial budgets and financial statements are 
cost-center based as follows:  (by school site and by area vocational/technical 
education center), which are program based (by regular, special, and vocational 
education) and which are resource based (by source of funds – federal, state, and 
local). 
 
 The State Board of Education was directed to require and approve budgets and 
financial statements and any other such report which was deemed necessary to assess 
the financial stability of each local board of education.  A budget deemed fiscally 
unsound would be resubmitted with the assistance of the State Department of 
Education.  Any determination of an unsound fiscal condition in any local board of 
education would lead to an appointee of the State Superintendent of Education advising 
the local board on the day-to-day financial operations.  Should the unsound fiscal 
condition persist, the State Superintendent of Education, with the approval of the State 
Board of Education, would assume direct control of the fiscal operation of the local 
board of education through the appointment of a chief fiscal officer.  Such appointees 
would be required to give bond with a surety company authorized to do business in 
Alabama.  This direct control shall be for the period of time deemed necessary to bring 
the local board into fiscal compliance as determined by the State Board of Education, 
(Code of Alabama 1975,Section 16-6B-4) 
 
Release from Intervention.  No specific statements are made in the statutes approved 
in 1995 regarding the conditions necessary for release from intervention.  It is left up to 
the State Board of Education: 
 

 Management of a school or local board of education occasioned by 
state intervention based on student achievement or financial instability 
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shall continue until such time as either condition improves to an 
acceptable level.  The local board of education may petition the State 
Board of Education for release from state intervention by showing 
acceptable improvement in achievement or financial stability or other just 
cause for such release.  The State Board of Education shall have final 
determination on the matter of release from state intervention (Code of 
Alabama 1975,Section 16-6B-6) 

 
Financial Assistance for Students At Risk.  A mandated spending requirement was 
included in the 1995 Education Accountability Act.  With standards for academic 
achievement set by the State Board of Education.  Such a school in need of assistance 
with its academic program is any school which has a majority of its students scoring one 
or more grade levels below the national norm on the state-adopted achievement test.   
 
 In such a school, students found to be scoring one or more grade level below the 
national norm are defined to be at-risk.  The superintendent of the local board of 
education with the staff of each school so defined shall develop an assistance plan for 
these students at risk.  At least $100 shall be budgeted for each such student to be 
expended on tutorial assistance programs which may include but not be limited to after 
school, Saturday, and/or summer school programs.  This amount of $100 may be 
budgeted from state or federal funds. However, federal funds already budgeted for at-
risk students may not be included toward the minimum $100 requirement.  The following 
purposes are legitimate expenditures for these funds: 

 
(1) Programs to encourage at-risk five-year olds to attend an approved 

preschool program. 
(2) Programs to identify at-risk students in the first grade. 
(3) Programs to ensure strict enforcement of truancy laws. 
(4) Programs to create alternative or disciplinary schools for behavior problems 

that interfere with the standard learning environment. 
(5) Programs to encourage parental involvement of the parents of at-risk 

students. 
(6) Programs to encourage literacy of parents of at-risk students (Code of 

Alabama 1975, Section 16-6B-3). 
 
Budgeting Requirements for Schools in Need of Assistance.  The 1995 Education 
Accountability Act requires that local boards make the effort and commit the resources 
necessary to improve the instructional program for a school in need of assistance.  
Local superintendents and local boards of education will be expected to make the effort 
and commit the resources necessary to improve the instructional program for a school 
in need of assistance and shall be required to budget all funds earned by that school in 
the cost calculations of the foundation program.  Such a school in need of assistance 
must have budgeted to be spent in that school all of the funds earned in the cost 
calculations of the 1995 Foundation Program (Code of Alabama 1975, Section 16-6B-
3). 
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Accountability Reports to the Public.  Each year, each local board of education shall 
prepare for each school and area vocational/technical center and for itself an 
accountability report to be provided to the public.  In the are of Finance, each report 
shall include the following: 
 

 (1) A Funding and Expenditure Report which shall include those 
documents specified in Section 16-6B-4 and which shall include the 
amount of foundation program funds or vocational/technical education 
funds, or both, earned and of all funds expended and any other data 
deemed necessary by the local board of education or the State Board of 
Education to inform the public about the financial status of each school 
(Code of Alabama 1975, Section 16-6B-7). 
 

Academic Accountability  
 
 The State Board of Education is required by statute to implement a nationally 
normed test to assist in the assessment of student achievement in grades three through 
eleven.  This test may be the Stanford Achievement Test, the California Achievement 
Test, so some other comparable instrument.  Alabama has used the Stanford 
Achievement Test, Version 9, which is administered annually to date.    
 
 The State Board of Education shall determine a school in need of academic 
assistance when that school has a majority of its students scoring one or more grade 
levels below the national norm on the state adopted achievement test. If a majority of 
students score in Stanines 1, 2, and 3, or below the 23rd percentile in a school, that 
school is placed on Academic Alert and is required to develop a self-improvement plan 
in the first of three steps or phases.  Schools and systems in the Phase One are 
required to budget all funds earned under the 1995 Foundation Program to the category 
and site allocated. 
 
 Failure to make satisfactory progress brings Phase Two of Academic Alert. 
Satisfactory progress is defined as an annual five percent decrease in the number of 
students scoring in Stanines 1, 2, and 3 or below the 23rd percentile.  In Phase Two the 
State Superintendent of Education appoints an academic improvement team of 
practicing professionals from outside the school system to visit, study, and consult with 
the staff of the school/system.  Failure to show satisfactory progress places the 
school/system in Phase Three of Academic Alert and the State Superintendent of 
Education will appoint a person to run the day-to-day operations of the school or the 
entire school system if warranted. 
 
 All local school systems not on Academic Alert status, but with a majority of its 
students scoring in Stanines 1, 2, 3, and 4 or the 40th percentile, are placed on 
Academic Caution status.  These schools must show at least a two percent decrease 
in the number of students scoring in Stanines 1, 2, 3, or 4 or the 40th percentile, to be 
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considered as making satisfactory progress.  Failure to make satisfactory progress will 
experience the same sanctions specified for Academic Alert schools. 
 
 Should a local school system have a majority of its schools in need of assistance 
as determined by the State Board of Education, then the same steps for intervention are 
followed.  Intervention after the third year of insufficient improvement means that the 
State Superintendent of education shall assume the direct management and day-to-day 
operation of the local board of education for such period of time as may be necessary 
for student achievement to improve. 
 
 A school or school system is considered to be in Academic Clear status if a 
majority of its students are scoring at or above the 40th percentile.  This means a 
majority of the students are scoring in Stanines 5 through 9.  Release from state 
intervention shall occur when a school or school system no longer has a majority of 
students scoring in Stanines 1, 2, or 3 or by showing acceptable improvement in 
achievement  (Code of Alabama 1975, Section 16-6B-3)(Administrative Code, State 
Board of Education, State Department of Education, Chapter 290-4-1-01).   
 
Accountability and School Safety 
 
 In addition to providing quality instruction and fiscal soundness, the Legislature in 
1995 mandated that all local boards of education should be accountable for compliance 
with statutes and regulations regarding school safety and discipline.  The State 
Department of Education is required to provide on or before August 1 of each year to 
each local board of education a manual containing all acts of the Legislature and all 
regulation promulgated by the State Board of Education pertaining to school safety and 
discipline.  Within 30 days of receipt, each local board of education must provide a 
report to the State Department of Education detailing its compliance with these acts and 
regulations. 
 
 A determination by the State Department of Education of failure by the local 
board of education to comply in any material respect with these acts and regulations 
shall result in the State Department of Education providing assistance to local boards to 
obtain compliance.  If after one year of assistance the local board of education either 
fails or refuses to come into compliance, the State Superintendent of Education shall 
intervene and assume the direct management of the local board of education.  This 
intervention shall continue for as long as is deemed necessary by the State 
Superintendent of Education to bring the local board into compliance (Code of Alabama 
1975, Section 16-6B-5). 
 
 In addition, each local board of education is required to include in its annual 
accountability report for each school and area vocational/technical center to the public a 
School Safety and Discipline Report.  This report shall include statistical information 
relating to student safety and discipline in each school, and any additional data which 
may be deemed necessary by the local board of education or the State Board of 
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Education necessary to inform the public about safety and discipline (Code of Alabama 
1975, Section 16-6B-7). 
 

The Education Accountability Plan is so critical to the successful operation of a 
local school system that major elements of it are reprinted below.  Then there follows 
the Administrative Procedures approved by the State Board of Education for the 
implementation of these laws. 

 
The Education Accountability Plan 

 
Assistance Programs. 

 
 (a) Student strategy. The superintendent of the local board of 
education along with the staff of each school shall develop an assistance 
program at each school for at-risk students performing below the 
standards set by the State Board of Education. The standards shall 
include the results of the required assessment program adopted by the 
State Board of Education with emphasis on students who are found to be 
at one or more grade levels below the prescribed norm. The local board of 
education shall budget at least one hundred dollars ($100) per student so 
identified to be expended on tutorial assistance programs including, but 
not limited to, after-school, Saturday school, or summer school, or any 
combination of these programs. These funds may be budgeted from state 
or federal funds. However, federal funds already budgeted for at-risk 
students may not be counted toward the minimum one hundred dollars 
($100) requirement set aside to be expended for at-risk students as 
defined in this chapter. In addition, these funds may be expended for any 
of the following purposes: 
(1) Programs to encourage at-risk five-year olds to attend an approved 
preschool program. 
(2) Programs to identify at-risk students in the first grade. 
(3) Programs to ensure strict enforcement of truancy laws. 
(4) Programs to create alternative or disciplinary schools in which children 
who consistently exhibit behaviors or patterns of behaviors that interfere 
with the learning environment of other students would be placed and 
would be provided counseling and instruction in basic skills. 
(5) Programs to encourage parental involvement of parents of at-risk 
children. 
(6) Programs to encourage literacy of parents of at-risk children. 
 
 (b) School strategy. The State Board of Education shall develop an 
assistance program for a school in need of assistance. A school in need of 
assistance shall mean any school which has a majority of its students 
scoring one or more grade levels below the prescribed norm on the state 
adopted student assessments. Local superintendents and local boards of 
education will be expected to make the effort and commit the resources 
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necessary to improve the instructional program for a school in need of 
assistance and shall be required to budget all funds earned by that school 
in the cost calculations of the foundation program.  Local superintendents 
and local boards of education are encouraged to use assistance from the 
State Department of Education, colleges of education, accrediting 
agencies and other sources. 
The State Board of Education's plan for an assistance program shall 
consist of the following components: 
(1) The faculty and staff of each school in need of assistance shall engage 
in a self-study to examine the problem of low achievement within that 
school and shall develop steps which may be taken to improve student 
achievement. Parents of students in the schools shall be consulted as part 
of this self-study. 
(2) If, after two years, student achievement has not improved, the State 
Superintendent of Education shall designate a team of practicing 
professionals to visit the school, conduct a study, consult with parents of 
students in the school, analyze causes of poor student achievement, and 
make specific recommendations which shall become a part of a school 
improvement plan for the succeeding year. 
(3) As a final step, when insufficient or no improvement as determined by 
the State Board of Education is evident from the implementation of steps 
one and two above, the State Superintendent of Education is required to 
intervene and to appoint a person or persons to run the day-to-day 
operation of the school. In considering intervention, the State Board of 
Education shall consider factors which may have affected the prescribed 
norm test score. Factors shall include drop-out rates, attendance rates, 
special education enrollment, and any other data necessary to properly 
interpret student achievement in each school. 
 
 (c) School system strategy. The State Board of Education shall 
develop an assistance program for a local board of education identified as 
being in need of assistance. A local board of education in need of 
assistance shall mean any local board of education which has a majority 
of its schools, or a majority of the students in a system, in which the 
students are scoring one or more grade levels below the prescribed norm.  
The State Board of Education shall require a local board of education in 
need of assistance to do the following: 
(1) The local board of education and the local superintendent with input 
from other administrators, teachers, staff, parents of students in the 
school, and the local community shall engage in a self-study to examine 
the problem of low achievement within the system and to develop steps 
which may be taken to improve student achievement. 
(2) If, after two years, student achievement has not improved, the state 
superintendent shall develop a system-wide school improvement plan in 
consultation with teachers, parents of students in the school, and the local 
community. This school improvement plan shall become a part of the local 
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board of education's program and financial operations for the succeeding 
year. 
(3) If, after the implementation of the school improvement plan, student 
achievement has not sufficiently improved, relative to the previous year's 
performance, the State Board of Education shall require the State 
Superintendent of Education to intervene and assume the direct 
management and day-to-day operation of the local board of education for 
such period of time as may be necessary for student achievement to 
improve. In considering intervention, the State Board of Education shall 
consider factors which may have affected the prescribed norm test score. 
Factors shall include drop-out rates, attendance rates, special education 
enrollment, and any other data necessary to properly interpret student 
achievement in each system. 
 
 (d) It is the intent of the Legislature that intervention is not to occur 
when a school or school system scores below the prescribed average. 
Intervention by the State Board of Education is to occur only after the 
three-year period provided in this chapter during which a school or school 
system fails to show improvement. So long as improvement is being 
shown, the State Board of Education shall not intervene but shall continue 
to encourage the school to improve (Code of Alabama 1975, Section 16-
6B-3). 
 
Financial accountability. 

 
 In addition to providing quality instruction in classrooms, all local 
boards of education must be fiscally accountable. The local boards of 
education shall be required to provide annually financial documents, 
including but not limited to annual budgets and financial statements which 
are cost center based (school, area vocational/technical center), program 
based (regular education, special education, vocational education, etc.), 
and funding source based (local, state and federal). Just as local boards 
of education may be in need of assistance based on student achievement, 
they may also be in an unsound fiscal condition. The State Board of 
Education is directed to require, approve and audit budgets, financial 
statements, and other reports which may be deemed necessary to assess 
the financial stability of each local board of education. If a local board of 
education is determined to have submitted a fiscally unsound budget, the 
State Department of Education will provide assistance to complete and 
submit a revised budget. If during the assistance in preparing a revised 
budget the State Superintendent of Education determines that the local 
board of education is in an unsound fiscal position, a person or persons 
will be appointed by the State Superintendent of Education to advise the 
day-to-day financial operations of the local board of education. If after a 
reasonable period of time the State Superintendent of Education 
determines that the local board of education is still in an unsound fiscal 
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condition, a request will be made to the State Board of Education for the 
direct control of the fiscal operation of the local board of education. Upon 
approval by the State Board of Education, the State Superintendent of 
Education will appoint an individual to be chief financial officer to manage 
the fiscal operation of the local board of education. The chief financial 
officer shall perform his or her duties in accordance with rules and 
regulations established by the State Board of Education in concert with 
applicable Alabama law. Persons appointed by the State Superintendent 
of Education to serve as chief financial officer to manage the fiscal 
operation of a local board of education shall be required to give bond with 
a surety company authorized to do business in Alabama and shall not be 
required to receive approval of the local superintendent to expend monies 
as provided in Sections 16-8-33 and 16-11-6. The State Superintendent of 
Education shall have the authority to review decisions of the chief financial 
officer and the local board of education pursuant to Section 16-4-8 (Code 
of Alabama 1975, Section 16-6B-4).  
 
School safety and discipline accountability. 

 
 In addition to providing quality instruction in classrooms and fiscal 
soundness, all local boards of education shall be accountable for 
compliance with statutes and regulations regarding school safety and 
discipline. The State Department of Education shall send to all local 
boards of education and all local superintendents of education, on or 
before August 1 of each year, a manual containing all acts of the 
Legislature and all regulations promulgated by the State Board of 
Education which pertain to school safety and discipline. Within thirty (30) 
days of receipt of this manual, each local board of education shall provide 
to the State Board of Education a report, in the form prescribed by the 
State Department of Education, describing its compliance with these acts 
and regulations. If a local board of education is determined by the State 
Board of Education to have failed to comply in any material respect with 
these acts and regulations, the State Department of Education shall 
provide assistance to obtain compliance. If after one year, the State Board 
of Education determines that a local board of education refuses or fails to 
come into compliance with these acts and regulations, the State 
Superintendent of Education shall intervene in and assume the direct 
management and day-to-day operation of the local board of education for 
such period of time as the State Board of Education deems necessary to 
bring that local board of education into compliance with these acts and 
regulations (Code of Alabama 1975, Section 16-6B-5)    
 
Release from intervention. 

 
 Management of a school or local board of education occasioned by 
state intervention based on student achievement or financial instability 
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shall continue until such time as either condition improves to an 
acceptable level. The local board of education may petition the State 
Board of Education for release from state intervention by showing 
acceptable improvement in achievement or financial stability or other just 
cause for such release. The State Board of Education following a hearing 
shall have final determination on the matter of release from state 
intervention (Code of Alabama 1975, Section 16-6B-6). 

 
Accountability reports to the public. 

 
(a) The local board of education shall prepare an annual accountability 
report for each school and area vocational/technical center under its 
jurisdiction, and for itself, to be provided to the public under regulations 
promulgated by the State Board of Education. Such accountability reports 
shall include, but not be limited to, all of the following: 
(1) A Funding and Expenditure Report which shall include those 
documents specified in Section 16-6B-4 and which shall include the 
amount of foundation program funds or vocational/technical education 
funds, or both, earned and of all funds expended and any other data 
deemed necessary by the local board of education or the State Board of 
Education to inform the public about the financial status of each school. 
(2) A Student Achievement Report which shall include a comparison of the 
immediately previous school year with the previous five years regarding 
student performance on testing required by the State Board of Education, 
dropout rates, attendance rates, graduation rates, college attendance, and 
any other data deemed necessary by the local board of education or the 
State Board of Education to inform the public about student achievement 
in each school. 
(3) A School Safety and Discipline Report which shall include statistical 
information relating to student safety and discipline in each school and any 
other data deemed necessary by the local board of education or the State 
Board of Education to inform the public about safety and discipline in each 
school. 
(b) These reports shall be released to the media, presented to parent 
organizations, members of the Legislature who represent the schools 
covered in each report, and the State Superintendent of Education. These 
reports shall be made available to the public upon request on or before 
ninety (90) days after the end of the fiscal year (Code of Alabama 1975, 
Section 16-6B-7). 
 
Participation in Foundation Program. 

 
(a) In order for a local board of education to participate in the state 
Foundation Program certain conditions shall be met. The teacher salary 
schedule of the local board of education shall be at least 100 percent of 
the amount specified within the State Minimum Salary Schedule 
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delineated by cell for the type of degree and years of experience of each 
teacher. All funds allocated to a local board of education for teacher 
salaries shall be spent for salaries in the instructional program. 
(b) In order for a local board of education to participate in the state 
vocational/technical education program certain conditions shall be met. 
The teacher salary schedule of the local board of education shall be at 
least 100 percent of the amount specified within the State Minimum Salary 
Schedule adjusted for extended contracts delineated by cell for the type of 
degree and years of experience of each teacher. All funds allocated to a 
local board of education for teacher salaries shall be spent for salaries in 
the instructional program. 
(c) Each area vocational center shall earn a principal (director) and shall 
continue to earn a counselor should it have received a counselor unit in 
1994-95. Further, it is the intent of the Legislature that area vocational 
centers that are serving more than one school system continue to do so. 
Each participating local board shall assume a pro rata share of the cost of 
personnel and operating cost of the vocational center. However, should 
any local board choose in the future to withdraw from participation in an 
area vocational center, such local board shall assume its pro rata share of 
the cost of personnel and operating expenses occurring as a result of its 
withdrawal. If no satisfactory financial agreement can be reached between 
that local board and other participating local boards, the State 
Superintendent of Education shall conduct an inquiry and shall render a 
decision which shall be final and binding. Finally, as a result of hold 
harmless and federal requirements of maintenance of effort, no local 
board shall be permitted to spend fewer state dollars for 
vocational/technical education than it did during the 1994-95 school year 
(Code of Alabama 1975, Section 16-6B-8). 

 
Salary allocations. 
 
 No funds shall be transferred by any board of education from salary 
allocations to any other expenditure or for any other purpose. In times of 
proration, salaries shall not be subject to proration (Code of Alabama 
1975, Section 16-6B-9). 

 
Budget requirements for Foundation and vocational/technical 
education program. 
 
 (a) Foundation Program. - It is the intent of the Legislature to see 
that funds allocated for classroom instructional support actually reach the 
classroom. To that end, the State Department of Education shall monitor 
the flow of funds appropriated for various instructional purposes. 
Classroom instructional support shall be defined as those funds 
appropriated for instructional supplies, library enhancement, textbooks, 
technology and professional development. The Legislature believes that 
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the classroom instructional support funds have a direct impact upon the 
ability of classroom teachers to have the resources and assistance 
necessary to assist them in the performance of their responsibilities. 
School budgets for instructional supplies shall be developed within each 
school as is required by Section 16-1-30 relating to the adoption of school 
board policies. It is the intent of the Legislature that teachers shall have 
direct input in the development of their school's budget for classroom 
instructional support and in the expenditure of these funds. The 
Legislature realizes that teachers and principals cannot be held 
accountable unless they have the authority to use resources provided 
them by legislative appropriations. As each school's budget is developed, 
local boards of education shall ensure principals and classroom teachers 
are given the opportunity to participate in decisions concerning the 
appropriate use and expenditure of classroom instructional support funds. 
Where the principal or the teachers have not been granted the right to 
have direct input in the development of their school's budget or are 
restrained in the expenditure of instructional supply funds, they may 
petition the State Superintendent of Education for relief pursuant to rules 
and regulations promulgated by the State Department of Education. 
Because the Legislature believes classroom instructional support funds to 
be critically important, the following conditions will apply to the budgeting 
process of each local board of education: 
(1) Classroom instructional materials and supplies must be budgeted for 
all teachers at the rate appropriated per teacher unit by the Legislature in 
the Foundation Program. 
(2) Textbook funds must be budgeted for all students based on the rate 
appropriated per student by the Legislature in the Foundation Program. 
(3) Technology funds must be budgeted for all teachers based on their 
rate appropriated per teacher unit by the Legislature in the Foundation 
Program. 
(4) Professional development funds must be budgeted for all teachers 
based on the rate appropriated per teacher unit by the Legislature in the 
Foundation Program. 
(5) Library enhancement funds must be budgeted for all teachers based 
on the rate appropriated per teacher unit by the Legislature in the 
Foundation Program. The library enhancement appropriation shall be for 
K-12 Public School Library/Media Centers and is an absolute 
appropriation. Expenditures may include books, book binding, repair, CD 
Roms, computer software, computer equipment, cataloging, audiovisual 
materials, newspapers, magazines, recordings, and video tapes. 
(6) In addition to classroom instructional support, leave (sick and personal) 
must be budgeted for all teachers based on the number of days and the 
rate per day used by the Legislature in calculating the cost in the 
Foundation Program. 
(7) The principal of a local school in consultation with the teacher(s) so 
affected may request a waiver from subdivisions (2) through (5). The 
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waiver shall be presented to the local superintendent of education. Upon 
concurrence, the local superintendent of education shall request a waiver 
from the State Superintendent of Education, which application shall be 
deemed to be granted unless affirmatively rejected in writing by the state 
superintendent within 30 days of its receipt. 
(b) Vocational/Technical Education Program. - It is the intent of the 
Legislature to see that funds allocated for classroom instructional support 
actually reach the classroom. To that end, the State Department of 
Education shall monitor the flow of funds appropriated for various 
instructional support which shall be defined as those funds appropriated 
for instructional supplies, textbooks, technology, and professional 
development. The Legislature believes that the classroom instructional 
support funds have a direct impact upon the ability of classroom teachers 
to have the resources and assistance necessary to assist them in the 
performance of their responsibilities. School budgets for classroom 
instructional support shall be developed within each school as it is 
required by Section 16-1-30. It is the intent of the Legislature that teachers 
shall have direct input in the development of their school's budget for 
classroom instructional support and in the expenditure of these funds. The 
Legislature realizes that teachers and principals cannot be held 
accountable unless they have the authority to use resources provided 
them by legislative appropriations. As each school's budget is developed, 
local boards of education shall ensure classroom teachers are given the 
opportunity to make decisions concerning the appropriate use and 
expenditures of classroom instructional support funds. Where the principal 
or the teachers have not been granted the right to have direct input in the 
development of their school's budget or are restrained in the expenditure 
of classroom instructional support funds, they may petition the State 
Superintendent of Education for relief pursuant to rules and regulations 
promulgated by the State Department of Education. Because the 
Legislature believes classroom instructional support funds to be critically 
important, the following conditions will apply to the budgeting process of 
each local board of education: 
(1) Classroom instructional materials and supplies must be budgeted for 
all teachers at the rate appropriated per teacher unit by the Legislature in 
the vocational/technical education program. 
(2) Textbook funds must be budgeted for all students based on the rate 
appropriated per student by the Legislature in the vocational/technical 
education program. 
(3) Professional development funds must be budgeted for all teachers 
based on the rate appropriated per teacher unit by the Legislature in the 
vocational/technical education program. 
(4) In addition to classroom instructional support, leave (sick and personal) 
must be budgeted for all teachers based on the number of days and rate 
per day used by the Legislature in calculating the cost in the 
vocational/technical education program. 
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(5) The principal of a local school in consultation with the teacher(s) so 
affected may request a waiver from subdivisions (2) and (3). The waiver 
shall be presented to the local superintendent of education. Upon 
concurrence, the local superintendent of education shall request a waiver 
from the State Superintendent of Education, which application shall be 
deemed to be granted unless affirmatively rejected in writing by the state 
superintendent within 30 days of its receipt (Code of Alabama 1975, 
Section 16-6B-10). 

 
 In addition to the many statements of accountability which the legislature 
approved as affecting local boards of education, they also included in the accountability 
legislation provisions for reducing paperwork.  These follow: 

 
Paperwork Reduction Committee. 
 
 (a) The Legislature finds that the excessive paperwork required of 
teachers and other public education employees hinders the prime 
responsibility of public education: The education of the children of 
Alabama. The Legislature also finds that excessive and time-consuming 
reporting requirements levied on school systems requires automation in 
order for timely reporting to occur. The Legislature further finds that the 
excessive paperwork required of teachers has become so burdensome 
that teachers do not have adequate time to prepare lesson plans or to 
devote individual attention to those students who require special 
assistance. The Legislature further finds that, for teachers to have time to 
teach, it is imperative that all unnecessary paperwork be eliminated from 
our public schools and necessary paperwork be automated to the 
maximum practical extent. 
 
 (b) The Paperwork Reduction Committee is created. The 
membership of the committee shall consist of twenty persons as follows: 
(1) Ten members appointed by the Governor, including the chair of the 
committee and at least five members who are administrators or 
supervisors in a public school system. The chair of the committee shall 
call a meeting of the committee within 15 calendar days after June 11, 
2001, and the committee shall determine rules and begin deliberations. 
(2) Ten persons appointed by the Executive Secretary of the Alabama 
Education Association. 
 
 (c) The terms of office of the members of the committee shall 
commence on July 1, 2001, and continue through January 31, 2002. 
Thereafter, a new committee shall be appointed at the beginning of any 
new gubernatorial administration to serve from July 1 through March 31 of 
the year following appointment. 
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 (d)(1) The committee shall study the paperwork required of public 
school employees and prepare a report on how to reduce and automate 
that paperwork. 
(2) The State Department of Education shall provide all necessary 
assistance, including clerical support, to the committee in order for the 
committee to perform its work. 
 
(3) The State Superintendent of Education shall timely provide any 
information, reports, and documents to the committee from the State 
Department of Education and any local board of education, as requested 
by the committee. 
 
(4) The report or reports of the committee and any recommendations of 
the committee shall be delivered to the State Superintendent of Education 
and the Legislative Council not later than the first day of the applicable 
regular session of the Legislature. 
 
(5) Any action or inaction by the State Superintendent of Education, any 
local board of education, or any local superintendent of education in 
implementing the prior recommendations of the committee shall be 
reported in writing by the committee to the Legislative Council. 
 
(6) Upon the recommendation of the committee, the Legislative Council 
may require that further paperwork reduction and automation be 
implemented by the State Superintendent of Education and local 
education officials, if not in conflict with this code or the Constitution of 
Alabama of 1901. 
 
(7) The State Superintendent of Education shall expeditiously implement 
the recommendations of the Legislative Council (Code of Alabama 1975, 
Section 16-6B-11). 
 

SAFE - Security for Alabama Funds Enhancement 
 

Another aspect of budgeting accounting is the requirement for public funds to be 
fully protected in the bank accounts where deposited. The Security for Alabama Funds 
Enhancement (SAFE) Program Act was passed by the Alabama Legislature in its 2000 
Regular Session.  This Act became effective on January 1, 2001.  This program was 
designed to strengthen the assurances that all deposits of public funds are protected.  
SAFE is assigned to be administered by a division of the State Treasurer's Office and 
provides this protection through a collateral pool. This is designed to be coverage over 
and above that provided by the Federal Deposit Insurance Act (FDIC) Insurance which 
continues to be applicable as before up to $100,000.   

 
Banks holding deposits belonging to the state, counties, cities or agencies of any 

of these entities must pledge securities as collateral against those deposits. In the event 
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of the failure of a bank, securities pledged by that bank would be liquidated by the State 
Treasurer to replace the public deposits. If the securities pledged failed to produce 
adequate funds for that purpose, then every bank participating in the pool would share 
the liability for the remaining balance.  The program has worked in several other states.  

Covered Public Entities 

  Under the provisions of this Act, the following public entities are covered and a 
Public Depositor is any covered public entity or covered public official which or who 
makes a public deposit: 
 

§  41-14A-2.   Definitions. 
 
(4) COVERED PUBLIC ENTITY. The state and its political subdivisions, 
including its agencies, departments, boards, commissions, officers, public 
institutions of higher learning as defined in Section 16-5-1, and courts; 
counties, including the offices of their public officials, whether elected or 
appointed, and any of their agencies, departments, boards, school 
districts, commissions, and courts; municipalities, and any of their 
agencies, departments, boards, school districts, commissions, and courts; 
public corporations, including any public board, authority, or district, 
heretofore or hereafter organized or created in this state pursuant to 
authorization or determination of any municipality or municipalities or by 
any county or counties or the governing body of any one or more thereof 
and that receive any appropriations of funds by action of the Legislature of 
this state or any governing body of any political subdivision, municipality, 
or county of this state or that receive the proceeds of any tax levied 
pursuant to any statute of this state; any improvement authority 
incorporated under Chapter 7 of Title 39; any public corporation or 
instrumentality created under the statutes of this state enacted prior to 
January 1, 2001, that expressly provide that depositories of funds of such 
public corporation or instrumentality shall pledge collateral to secure the 
public corporation's or instrumentality's deposits; and any other public 
corporation created under statutes of this state enacted on or after 
January 1, 2001, that provide that the public corporation shall be subject 
to the provisions of this chapter (Code of Alabama 1975, Section 41-14A-
2). 
 

Security of Public Deposits 
 
 All of these public entities must place their public deposits with one or more 
qualified public depositories as defined below:  
 

§41-14A-3.  Public deposits to be secured. 
 
(a) On and after January 1, 2001: 
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(1) All public deposits of all covered public entities and covered public 
officials shall be governed by this chapter and shall be secured as 
provided in this chapter. 
 
(2) All public depositors shall, notwithstanding any other laws to the 
contrary, place their public deposits with one or more qualified public 
depositories in accordance with this chapter. 
 

 Public officials making public deposits will have to determine if a bank is certified 
in the SAFE Program.   Once a bank meets all the requirements to be designated as a 
Qualified Public Depository (QPD), a certificate stating such will be mailed to the QPD. 
A Qualified Public Depository is defined as any financial institution that has deposit 
insurance under the provisions of the Federal Deposit Insurance Act, 12 U.S.C. ''1811 
et seq., that meets all of the requirements of §§ 41-14A-1 through 14, Code of Alabama 
1975, and that has been designated by the board as a qualified public depository.   The 
bank should be willing to provide a copy of this certification for public entities.  In 
addition, all QPDs will be listed on the State Treasury’s website address 
www.treasury.state.al.us and a listing provided semi-annually to the Alabama Municipal 
Journal and The County Commissioner for publication. 
 

Qualified Public Depository 
 

 In order by a bank to meet the requirements to be designated as a Qualified 
Public Depository, the following collateral must be pledged by the qualifying bank: 
 

§  41-14A-5.  Collateral for public deposits; general provisions. 
 
(a) Every qualified public depository shall maintain on deposit with a 
custodian, to be held subject to the order of the State Treasurer or the 
State Treasurer's designee (which may be a financial institution 
designated by the State Treasurer), eligible collateral having a market 
value equal to or in excess of the amount of collateral required under this 
section. 
(b) Each qualified public depository shall be required to pledge collateral, 
in accordance with procedures established by the board of directors, equal 
to or exceeding the greater of the following: (1) The generally applicable 
pledging requirement; and (2) the applicable percentage of the qualified 
public depository's net average daily balance of public deposits 
established under rules or orders adopted pursuant to subsection (c) or 
subsection (d) below. 
(c) The State Treasurer may, from time to time, in his or her discretion 
require that certain qualified public depositories pledge collateral at levels 
greater than the generally applicable pledging percentage, including, 
without limitation, in the case of a qualified public depository with capital 
accounts which exceed, or constitute an unacceptably high percentage of, 
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the public deposits maintained with the qualified public depository, and in 
the case of qualified public depositories which the State Treasurer 
determines may present a higher risk of potential default or insolvency in 
light of when they commenced operation, recent decrease in capital 
accounts, recent change in financial condition, and similar matters. The 
State Treasurer may impose increased collateral-pledging requirements 
under this subsection pursuant to generally applicable rules and 
guidelines adopted by the board of directors or by entering orders 
applicable to individual qualified public depositories in accordance with 
criteria and conditions approved by the board of directors, or both. In the 
event the State Treasurer issues an order establishing an increased 
collateral-pledging level applicable to a particular qualified public 
depository, the State Treasurer shall promptly notify the affected qualified 
public depository in writing. 
 

 Each bank will report one total of all public deposits held in that bank to the SAFE 
Program monthly.   Banks report public deposits quarterly on their call report filed with 
the FDIC.  The SAFE Program will receive a copy of this report to verify that the amount 
reported on the call report coincides with the amount reported to the SAFE Program.  
Reporting incorrectly, misleading, or inaccurate information is illegal and grounds for 
involuntary withdrawal or suspension from the SAFE Program.   

 However, there is further protection offered than the collateral pledged based on 
average daily balance.  Public deposits are covered completely regardless of monthly 
balance fluctuations.  Regardless of deposit fluctuations or the market value of 
collateral, public entities are assured that their deposits are secured due to the SAFE 
Program.  Every bank in the SAFE Program stands behind all deposits.  Every qualified 
public depository shall maintain on deposit with a custodian eligible collateral having a 
market value equal to or in excess of the amount of collateral as required.  Deposits of 
eligible collateral shall be made with this custodian in accordance with procedures 
established by the State Treasurer. 

Loss Payment Fund 

 The collateral held by the custodians of the financial institutions shall be available 
for payment under the provisions of the Loss Payment Fund.  The State Treasurer, on 
behalf of the loss payment fund, will be able to liquidate collateral deposited by each 
qualified public depository in the event of a loss to public depositors as provided as 
follows: 

§  41-14A-10.   SAFE Loss Payment Fund. 
 
(a) In order to facilitate the administration of this chapter, there is created 
the SAFE Loss Payment Fund, which shall be held and administered by 
the State Treasurer, for the account of the SAFE Program, separate and 
apart from the State General Fund. The proceeds from the sale of 
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securities pledged as collateral or from any assessment pursuant to 
Section 41-14A-9 shall be deposited into the Loss Payment Fund. The 
amounts on deposit in the Loss Payment Fund shall be disbursed as 
necessary in accordance with the provisions of this chapter in order to pay 
losses to public depositors and for such other purposes as may be 
expressly provided for in this chapter. 
 
(b) The State Treasurer is authorized to pay any losses to public 
depositors from the Loss Payment Fund . . . (Code of Alabama 1975, 
Section 41-14A-10).  

The procedures of the State Treasurer shall include provisions relating to the 
execution of documentation to assure that the State Treasurer, on behalf of the loss 
payment fund, will be able to liquidate collateral deposited by each qualified public 
depository in the event of a loss to public depositors. Each custodian shall be approved 
by the State Treasurer in accordance with rules, regulations, or guidelines adopted by 
the board of directors and the laws of this state.  The State Treasurer is empowered to 
satisfy the loss to public depositors, insofar as possible, first through any applicable 
deposit insurance and then through the sale of securities pledged by the defaulting 
depository. If the loss to public depositors is not covered by insurance or the proceeds 
of the sale, coverage of the remaining loss shall be provided by assessment against the 
other qualified public depositories through the provisions of the SAFE Loss Payment 
Fund.  

Protection of Public Deposits Guaranteed 

The state and its public deposits are fully protected under these provisions of 
law: 

§  41-14A-11. Liability of public depositors and the state. 
 
(a) When public deposits are made in accordance with this chapter, no 
public depositor shall be liable for any loss thereof resulting from the 
default or insolvency of any qualified public depository in the absence of 
negligence, malfeasance, misfeasance, or nonfeasance on the part of the 
public depositor, or its agents or employees. 
 
(b) Under no circumstance shall this state, or any state agency or 
subdivision of this state, be liable for all or any portion of any loss resulting 
from the default or insolvency of a qualified public depository. 
 
The operation of the SAFE program shall be audited annually by the Examiners 

of Public Accounts to see that collateral is being maintained to guarantee public 
deposits in amounts that are consistent with the requirements of law. 
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Retention of Documents:  Local Government Records Commission  
 
  The Local Government Records Commission was established in 1987, when the 
County Records Commission (which had existed since 1955) was expanded to include 
municipalities (Code of Alabama 1975, Sections 41-13-22,   41-13-23,   41-13-24).  The 
Local Government Records Commission consists of 12 members; four are ex officio and 
the rest appointed. The ex officio members include the Director of the Department of 
Archives and History, who serves as chairman of the commission, the Chief Examiner 
of the Department of Public Accounts, the Attorney General, and the Secretary of State.  
Appointed members include representatives from Auburn University and the University 
of Alabama (selected by the heads of the Departments of History), one probate judge 
who is not a chairman of a county commission, two chairmen of county commissions 
who are not also probate judges, one county tax assessor, two city clerks (All local 
government members are chosen by the Governor and serve at the Governor's 
pleasure.)   The Department of Archives and History provides the regulations of the 
Local Government Records Commission on their website.  
 

The Local Government Records Commission is charged with the following 
responsibilities: (1) conducting surveys of public records created by counties, 
municipalities, and other agencies of local government; (2)determining which local 
government records "shall be permanently preserved because of historical value and 
which . . . may be destroyed or otherwise disposed of. . . ."; (3) issuing retention 
guidelines and other regulations for local government records, based on their evidential, 
informational, and historical value; and approving records destruction requests 
submitted by local government agencies. "No county, municipal, or other local 
government official shall cause any . . . record to be destroyed or otherwise disposed of 
without first obtaining the approval of the local government records commission" (Code 
of Alabama 1975, 41-13-23).  A schedule of records and their disposition follows as 
Appendix 17-2. 

 
Records Disposition Authority 
 
 This records disposition authority (RDA) is issued by the Local Government 
Records Commission under authority granted by the Code of Alabama 1975, Sections 
41-13-5 and 41-13-22 through -24.  It was compiled by the Government Records 
Division, Alabama Department of Archives and History  (ADAH), which serves as the 
commission’s staff, in cooperation with representatives of the State Department of 
Education and local boards of education. The RDA lists records created and maintained 
by the local boards of education in carrying out their mandated function and 
subfunctions.  It establishes retention periods and disposition instructions for those 
records and provides the legal authority for the local boards of education to implement 
records destruction.  Alabama law requires public officials to create and maintain 
records that document the business of their offices. These records must be protected 
from “mutilation, loss, or destruction,” so that they may be transferred to an official’s 
successor in office and made available to members of the public.  Records must also be 
kept in accordance with auditing standards approved by the Examiners of Public 
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Accounts (Code of Alabama 1975, Sections 36-12-2, 36-12-4, and 41-5-23). For 
assistance in implementing this RDA, or for advice on records disposition or other 
records management concerns, contact the ADAH Government Records Division at 
(334) 242-4452. 
 

In addition to authorizing a procedure for legally destroying temporary records, 
the Local Government Records Commission urges the local board of education to 
establish a quality record-keeping program in order to meet its legal and public service 
needs. Such a program should include the following activities. 

 
(1) The board of education superintendent should establish a records officer 
position at the central office and a records liaison in each department and each 
school. The records officer and liaisons should be responsible for ensuring the 
regular implementation of this RDA, maintaining records in compliance with 
national and state standards, and coordinating the destruction of disposable 
records 
 
(2) Permanent records in the board’s custody should be maintained under 
proper intellectual control and in an environment that will ensure their physical 
order and preservation. In addition to records appraised as permanent in the 
RDA, the Local Government Records Commission has classified all records 
created prior to 1900 as permanent. 
 
(3)  Destruction of temporary records, as authorized in the RDA, should occur 
agency-wide on a regular basis–for example, after the successful completion of 
an audit, at the end of an administration, or at the end of a school or fiscal year. 
Despite the RDA’s provisions, no record should be destroyed that is necessary to 
comply with requirements of the state Sunset Act, audit requirements, or any 
legal notice or subpoena. 
 
(4) The board of education should maintain full documentation of any 
computerized recordkeeping system it employs. It should develop procedures for 
(backing up all permanent records held in electronic format; (2) storing a back-up 
copy off-site; and (3) migrating all permanent records when the system is 
upgraded or replaced. If the board chooses to maintain a record solely in 
electronic format, it is committed to funding any system upgrades and migration 
strategies necessary to ensure the record’s preservation and accessibility for the 
period legally required. 
 
(5)  Microforms of permanent records should conform to quality standards set 
by the American National Standards Institute (ANSI) and the Association for 
image and information Management (AIIM). According to the Code of Alabama 
1975, Section 41-13-44, no microfilmed record may be legally destroyed “until 
the microfilm copy has been processed and checked with the original for 
accuracy.” Government Records Division staff may examine agency microfilm for 
compliance prior to destruction of the original records. 
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(6) The board of education should notify the ADAH Government Records 
Division of any significant in its records storage conditions or records 
management procedures. It may also contact the division to request revision of 
the RDA. Normally, RDA revisions will be submitted to the Local Government 
Records Commission every two years. ADAH Government Records Division staff 
will notify the local boards of education of any commission-approved changes in 
record-keeping requirements that affect all local boards of education. 
 

   The staff of the Local Government Records Commission may examine the 
condition of permanent records maintained in the board’s custody and to inspect 
records destruction documentation. Government Records Division archivists are 
available to instruct board staff in RDA implementation or otherwise assist the board in 
implementing its records management program. 

 
 

Appendices Which Follow 
 

BUDGETING AND ACCOUNTABILITY 
 
Appendix 17-1 Administrative Procedures of State Board of Education for 

Education Accountability. 
 
Appendix 17-2 Records Retention Schedule 
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Appendix 17-1 
Administrative Procedures for Implementation of Education Accountability 

 

STATE BOARD OF EDUCATION 

STATE DEPARTMENT OF EDUCATION 

ADMINISTRATIVE CODE 

CHAPTER 290-4-1 EDUCATION ACCOUNTABILITY 
 

TABLE OF CONTENTS 
 

290-4-1-.01 Education Accountability 
290-4-1-.01 Education Accountability. 
 
(1) The State Superintendent of Education is authorized to carry out the review, 
examination and supervisory responsibilities as prescribed in the Code of Ala. 1975, 
and to require reasonable and appropriate reports and to conduct hearings for the 
purpose of ensuring that due process requirements are met. 
(2) Academic Assistance Program. 
(a) Academic Alert - Local Schools. Local superintendents and local boards shall 
commit the resources necessary to improve the instructional program for schools on 
Academic Alert and shall budget to those schools all funds earned by the schools in the 
cost calculations of the foundation program. 
1. Phase 1 (Self-study). Following the spring 1996 administration of the nationally 
normed achievement test and thereafter, the State Department of Education (SDE) will 
identify every school in Alabama with a majority of its students scoring in Stanines 1, 2, 
and 3 and notify said schools that they are being placed on Academic Alert. Schools 
placed on Academic Alert shall engage in a self-study to examine the reasons for low 
student achievement and shall develop a school plan for improvement. The SDE will 
assist local schools on Academic Alert in developing improvement plans and will also 
offer staff development. 
2. Phase 2 (Outside Academic Improvement Teams). Following the spring 1997 
administration of a nationally normed achievement test and thereafter, the SDE will 
identify the schools on Academic Alert from the previous year that have shown 
improvement in student achievement and place an Academic Improvement Team in 
each affected school. These teams of practicing professionals from outside the school 
shall visit each school on Academic Alert; conduct a study for improvement; consult with 
faculty; staff, and the community; analyze causes of poor student achievement; and 
make specific recommendations for improvement of student academic performance. 
3. Phase 3 (intervention). Following the spring 1998 administration of the nationally 
normed achievement test and thereafter, the SDE will identify the schools on Academic 
Alert from the previous two years that have shown insufficient improvement, and the 
State Superintendent of Education will appoint a person or persons from outside the 
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school to run the day-to-day operations of the school. In considering intervention, the 
State Superintendent shall include factors such as dropout rates, attendance rates, 
special education enrollment, and other data necessary to properly interpret student 
achievement in each school. 
(b) Academic Alert - Local School Systems. Following the spring 1996 administration of 
the nationally normed achievement test and thereafter, the SDE will identify every 
school system in Alabama with either a majority of its schools or a majority of the 
students within a school system in which the students are scoring in Stanines 1, 2, and 
3 and notify said school systems that they are being placed on Academic Alert. School 
systems placed on Academic Alert will follow the same procedures and be subject to 
the same accountability measures as identified in paragraphs (a), and (a)1., 2., and 3. 
for individual schools on Academic Alert. 
(c) Academic Caution - Local Schools and Local School Systems. 
1. Following the spring 1996 administration of the nationally normed achievement test 
and thereafter, the SDE will identify every school in Alabama with a majority of its 
students scoring in Stanines 1, 2, 3, and 4 and every school system in Alabama with 
either a majority of its schools or a majority of the students within a school system in 
which the students are scoring in Stanines 1, 2, 3, and 4 and notify said schools and 
school systems that they are being identified as an Academic Caution School or school 
system. Schools and school systems classified in Academic Caution must show annual 
improvement on the nationally normed achievement test. If insufficient improvement is 
demonstrated between the first and second administration and thereafter, the school 
and/or system shall be governed by the sanctions for schools and systems on 
Academic Alert. The SDE will offer services to these schools and school systems 
regarding staff development and academic improvement. 
2. The State Superintendent of Education shall have the authority to investigate the 
progress of schools and/or school systems within the category of Academic Caution 
which have demonstrated no improvement and make a determination regarding 
placement in Academic Alert or Academic Caution. 
(d) Academic Clear – Local Schools and Local School Systems. Following the spring 
1996 administration of a nationally normed achievement test and thereafter, the SDE 
will identify every school in Alabama with a majority of its students scoring in Stanines 
5-9 and notify said schools that they are being identified as an Academic Clear school. 
Each school system with a majority of the system’s students scoring in Stanines 5-9 
shall be declared an Academic Clear system. The SDE will offer services to these 
schools and school systems regarding staff development and academic improvement. 
(e) All references to achievement/improvement relative to scores and status on norm-
referenced test results shall be as follows: 
1. Academic Alert Schools and School Systems. Schools and/or school systems scoring 
in Academic Alert that show a decrease of at least five in the percent of students 
scoring in Stanines 1, 2, and 3 will be considered to have made sufficient yearly 
progress or improvement as required by Act 95-313. School systems in Academic Alert 
by virtue of a majority of schools scoring in Academic Alert will follow Rules 290-4-1-
.01(2)(e)(1) and (f)(1-4). 
2. Academic Caution Schools and School Systems. Schools and/or school systems 
scoring in Academic Caution that show a decrease of at least two in the percent of 
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students scoring in Stanines 1, 2, 3, and 4 will be considered to have made sufficient 
yearly progress or improvement. Schools and/or school systems achieving this standard 
remain in Academic Caution unless the percent of student scoring in Stanines 1, 2, 3, 
and 4 moves them to Academic Clear. Schools and/or school systems failing to make 
sufficient progress will be placed in Academic Alert Phase 1. School systems in 
Academic Caution by virtue of a majority of schools scoring in Academic Caution will 
follow Rules 290-4-1-.01(2)(e)(2) and (f)(1-4). 
(f) The procedures for review of a school or school system’s progress relative to 
achievement/improvement and the timeline for the steps (phases) of Academic Alert 
and the procedures for determining progress are as follows: 
1. Phase 1. In Phase 1, schools and/or school systems must engage in a self-study, 
develop steps to improve achievement, and schools and/or school systems scoring in 
Academic Alert must show a decrease of at least five in the percent of students scoring 
in Stanines 1, 2, and 3 and schools and/or school systems scoring in Academic Caution 
must show a decrease of at least two plus the deficit from the previous year’s 
requirement of two (but no more than four if no improvement was made the previous 
year) in the percent of students scoring in Stanines 1, 2, 3, and 4 in the next 
administration of the nationally normed achievement test. Schools and/or school 
systems scoring in Academic Alert achieving this standard remain in Phase 1 unless 
they score Academic Caution or Academic Clear. Schools and/or school systems 
scoring in Academic Caution achieving this standard return to Academic Caution unless 
the percent of students scoring in Stanines 1, 2, 3 and 4 moves them to Academic 
Clear. Those not meeting the standard move to Phase 2. 
2. Phase 2. In Phase 2 an Outside Academic Improvement Team appointed by the 
State Superintendent of Education develops recommendations for the improvement 
plan. A school or school system shall be placed in Phase 2 only if the school or school 
system has failed to meet the criteria for sufficient improvement as defined in Phase 1. 
A school and/or school system scoring in Academic Alert must show a decrease of at 
least five in the percent of students scoring in Stanines 1, 2, and 3 and a school and/or 
school system scoring in Academic Caution must show a decrease of at least two plus 
the deficit from the previous two years’ requirement of four (but no more than six if no 
overall improvement was made the previous two years) in the percent of students 
scoring in Stanines 1, 2, 3, and 4. Schools and/or school systems scoring in Academic 
Alert achieving this standard shall remain in Phase 2 unless they score Academic 
Caution or Academic Clear. Schools and/or school systems scoring in Academic 
Caution achieving this standard return to Academic Caution unless the percent of 
students scoring in Stanines 1, 2, 3, and 4 moves them to Academic Clear. Schools 
and/or school systems scoring in Academic Alert making improvement but by less than 
the required amount remain in Phase 2 (avoiding state intervention) and sufficient 
improvement shall then be the deficit from the previous year’s requirement of a 
decrease of five in the percent of students scoring in Stanines 1, 2, and 3. In 
subsequent years, a school and/or school system scoring in Academic Alert that fails to 
make the required improvement of a decrease of at leas five in the percent of students 
scoring in Stanines 1, 2, and 3 shall move to Phase 3. Schools and/or school systems 
scoring in Academic Caution making improvement but by less than the required amount 
remain in Phase 2 for a second year and sufficient improvement shall then be the 
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required improvement in place at the time of initial identification as Phase 2. For any 
school and/or school system scoring in Academic Caution that has been classified in 
the second year Phase 2 status and makes its goal of being classified as Academic 
Caution or Academic Clear but in subsequent years returns to Academic Alert must 
meet the required improvement after one year on Phase 2 status or move to Phase 3 
(state intervention). Those schools and/or school systems scoring in Academic Alert 
that fail to show a decrease in the percent of students scoring in Stanines 1, 2, and 3 or 
schools and/or school systems scoring in Academic Caution that fail to show any 
decrease in the percent of students scoring in Stanines 1, 2, 3, and 4 or schools and/or 
school systems scoring in Academic Alert that fail to make the required improvement for 
a second year or schools and/or school system scoring in Academic Caution that 
remain in Phase 2 for a second year that fail to meet the required improvement in place 
at the time of initial identification as Phase 2 shall move to Phase 3 (state intervention). 
3. Phase 3. Schools and/or school systems that fail to show sufficient progress as 
identified in Phase 2 shall be subject to state intervention. 
4. The State Superintendent of Education shall have authority to investigate the 
progress of schools and/or school systems that do not make consistent gains from year 
to year but show a pattern of movement between Academic Alert and Academic 
Caution. The recommendation may include intervention as approved by the State Board 
of Education. 
(g) Academic Intervention. 
1. A Local School. Once the State Board of Education approves intervention in a school 
the State Superintendent of Education shall appoint a person or persons who will run 
the day-to-day operation of the school in place of the existing principal. The person or 
persons so appointed may serve as a mentor to the school principal or under other 
intervention guidelines as specified by the State Superintendent of Education. 
2. A Local School System. Once the State Board of Education approves intervention in 
a school system the State Superintendent of Education shall appoint a person to directly 
manage and run the day-to-day operation of the local school system in place of the local 
superintendent. The appointed person shall assume all duties as specified by the Code 
of Ala. 1975 relative to local superintendents of education (city or county as applicable). 
The State Superintendent of Education shall have the authority to approve all decisions 
of the appointee and the local board of education. 
(h) Release From State Intervention. Release from state intervention shall occur when a 
school or school system scoring in Academic Alert no longer has a majority of its 
students scoring in Stanines 1, 2, and 3. Release from state intervention shall occur 
when a school or school system scoring in Academic Caution (but identified as 
Academic Alert Phase 3) meets the required improvement in place at the time of state 
intervention. A local board of education may petition the State Board of Education for 
release from state intervention by showing acceptable improvement in achievement or 
other just cause. The State Board of Education, following a hearing, shall have final 
determination on the matter of release from state intervention. The hearing may be 
waived if the school and/or school system has meet all criteria regarding improvement. 
(3) Financial Assistance Program. Local boards of education are required to submit to 
the SDE annual budgets and financial statements and other related documents for 
review and approval. 
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(a) Budget and Financial Analysis. The SDE shall conduct a thorough analysis of each 
budget submitted to determine if the budget meets accounting principles, fairly 
represents the expected revenues, reflects expenditures that are consistent with the 
prior year financial position, and expenditures do not exceed available funds. This 
analysis will result in a determination of the soundness of a local board’s financial 
condition. 
(b) Unsound Financial Condition - Alert and Assistance. If after budget analysis, a local 
board is determined to be in an unsound financial condition, the SDE will alert the local 
board and will provide assistance so that a revised budget may be submitted. 
(c) Unsound Financial Condition - Continuous Assistance. If after receiving assistance, 
a local board does not present a budget that reflects a sound financial condition, the 
State Superintendent will appoint a person to provide on-site continuous advice on the 
day-to-day financial operations of the local board. 
(d) Unsound Financial Condition - Intervention. If after a reasonable period of on-site 
continuous assistance, a local board remains in an unsound financial condition, upon 
approval by the State Board of Education, the State Superintendent will appoint a chief 
financial officer to have direct control of the fiscal operation of the local board. The chief 
financial officer will have the right of approval of every action affecting the expenditure 
of funds. The chief financial officer shall be bonded and shall not be required to have 
approval of the local superintendent in the control of the local board’s funds. The State 
Superintendent shall have the authority to review decisions of the chief financial officer 
and the local board. 
1. The chief financial officer shall assume the duties established for local 
superintendents of education relating to fiscal operations of local boards of education 
pursuant to applicable Alabama statutory requirements, rules and regulations of the 
State Board of Education, and other requirements such as federal regulations, opinions 
of the Attorney General of Alabama, opinions of the Examiners of Public Accounts, and 
the interpretations of the State Superintendent of Education. 
(4) School Safety and Discipline Accountability. The State Board of Education will utilize 
one or both of the following criteria to determine if intervention by the State 
Superintendent is necessary as required by the Code of Ala. 1975, §16-6B-5: 
(a) Failure of a school or school system to develop and implement the policies, rules, 
laws, and regulations relative to school safety and discipline as published and 
disseminated annually by the State Superintendent. 
(b) Failure of a school or school system to respond to legitimate and documented 
school safety and discipline concerns/incidents as determined by the State 
Superintendent after investigating the concerns/incidents. The State Superintendent will 
investigate the following requests/incidents to determine if assignment of SDE 
personnel to a school or school system for school safety and discipline assistance is 
warranted: 
1. A written request by official action of a local parent/professional/community 
organization, (e.g., PTA/PTO; ACSAS; civic club) or by a majority of the employees of a 
school or school system to the State Superintendent with evidence that a request was 
first submitted to the school principal; secondly, the school system superintendent; and 
thirdly, the local board of education relative to specific school safety and discipline 
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issues and no action was taken or action was inadequate as determined by the State 
Superintendent. 
2. A written request by official action of a school sanctioned student organization to the 
State Superintendent with evidence that a request was first submitted to the school 
principal; secondly, the school system superintendent; and thirdly, the local board of 
education relative to specific school safety and discipline issues and no action was 
taken or action was inadequate as determined by the State Superintendent. 
3. A written request by a local school principal with evidence that a request was first 
submitted to the local school superintendent and next, to the local board of education 
relative to specific school safety and discipline issues and no action was taken or action 
was inadequate as determined by the State Superintendent. 
4. An official request by a local superintendent of education. 
5. An official request by a majority vote of a local board of education. 
6. A person is killed or seriously injured at school or a school related activity as a result 
of a violent act. 
(5) Release from Financial or School Safety and Discipline Intervention. Intervention for 
financial and/or school safety and discipline reasons shall remain in place until such 
time as either condition improves to an acceptable standard as determined by the State 
Superintendent. A local board may petition the State Board of Education for release 
from the state intervention by showing acceptable improvement on financial stability, 
safety and discipline, or for other just cause. The State Board, following a hearing, shall 
have final determination on the matter of release from state intervention. 
Author: Ed Richardson 
Statutory Authority: Ala. Const. amend. 284, Code of Ala. 1975, §§16-4-8, 16-6B-3, 
16-6B-4, 16-6B-6. 
History: New January 26, 1976. Amended: November 28, 1978, December 12, 1978, 
April 10, 1980, March 17, 1982. Amended: Filed April 12, 1996; effective May 17, 1996. 
Amended: Filed July 18, 1996; effective August 22, 1996. Amended: Filed August 20, 
1996; effective September 24, 1996. Amended: Filed September 13, 1996; effective 
October 18, 1996. Amended: Filed July 21, 1997; effective August 25, 1997. 
Amended: Filed April 09, 1999; effective May 14, 1999. Amended: Filed February 10, 
2000; effective March 16, 2000. 
 
Ed. Note: The entire Chapter 290-040-010, Education Accountability, has been 
renumbered Chapter 290-4-1, Education Accountability, as specified on the certification 
filed July 18, 1996 
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Appendix 17-2 
Records Retention Schedule 

 
Records Disposition Requirements 
 
This section of the Records Disposition Authority is arranged by subfunctions and lists records created 
and/or maintained in carrying out those subfunctions. A local board of education may submit requests to 
revise specific records disposition requirements, or to create requirements for additional records, to the 
Local  Government Records Commission for its consideration at its regular quarterly meetings.  At the 
end of this section is a list of Records No Longer Created by local boards of education that may still be 
maintained in local schools or administrative offices. The list provides disposition for these records, some 
of which only recently became obsolete and must continue to be maintained until their retention periods 
have been satisfied. 
 
1. Making and Implementing Policy 
 
1.01 Local Board Policies and Procedures. Records of all school system policies and procedures 
mandated by the local board. Examples include uniform policy allowing law enforcement to make periodic 
visits; uniform policy prohibiting use of tobacco products on school grounds; uniform policy prohibiting 
weapons; policy on school behavior; policy for admission and attendance; courses of study and offerings 
of elective courses beyond the core curriculum; policy for adult diploma program; professional 
development plan; advisory council guidelines for cooperative vocational education. 

PERMANENT 
 
1.02 Improvement Plans. Self study and plans for local schools placed on alert by the State Department 
of Education. PERMANENT 
 
1.03 Local Boards of Education Meeting Records 
a. Board Meeting Minutes/Meeting Packet. Official minutes of meetings of the local board, along with 
the agenda and any attachments or other documents provided to board members for discussion at the 
meeting. PERMANENT 
 
b. Recordings of Meetings of the Local Boards of Education. 
Recordings in tape or electronic format of meetings, generally used to assist in preparation of the 
minutes.  Retain until minutes are approved. 
 
1.04 Administrative Correspondence. Correspondence at the policy-making level between, for 
example, the local superintendent and the State Department of Education, the local superintendent and 
the local school principals, or the local superintendent and the local board of education. 
 PERMANENT 
2. Promoting Child Nutrition 
2.01 Child Nutrition Program Operational Records. Records documenting the administration of the 
Child Nutrition Program. May include school/school system application for participation files; policy 
statement files; free/reduced lunch applications; master list of applicants; eligibility verification summaries; 
student and parent involvement forms; food production records; commodity inventory files; food and 
supplies inventories; equipment inventories; meal count records; reimbursement claims;  and nutrition 
education reports. Retain 2 years following audit. All claims and finding must be settled before records 
are destroyed. 
 
2.02 Child Nutrition Program Annual Financial Reports. Annual reports of a local school system to the 
State Department of Education, summarizing the net cash resources of the system’s Child Nutrition 
Program and documenting all funds received and disbursed by the program in a particular year.   Retain 
2 years following the audit period in which the report was created. 
Note: For routine financial and personnel records created by the Child Nutrition Program, refer to RDA 
sections 10 and 11. 
    
  461        
     



Alabama Public School Finance Reference 
Budgeting - Budgeting and Accountability 
 
 
 
3. Providing Student Transportation 
 
3.01 Court-Ordered Busing Plans and Maps. Any overall plans or maps, designating which 
neighborhoods or areas are served by each school in the system and indicating bus routes, that were 
created originally in response to a court order, in an effort to achieve racial balance in the public schools. 
 PERMANENT 
 
3.02 School Bus Route Reports. Records, generally in electronic format, documenting use of the bus, 
service to the bus, bus capacity, number of pupils served, type of route, road conditions; submitted 
annually to the State Department of Education and used to determine transportation funding. Retain 4 
years after the end of the fiscal year in which the records were created. 
 
3.03 Local Board of Education Transportation Plans. Comprehensive checklist describing bus 
transportation provided by the local school system, submitted annually to the State Department of 
Education. Also may include route maps indicating all bus routes and student pick-up points in the 
system.  Retain 10 years after the end of the fiscal year in which the records were created. 
 
3.04 School Bus Schedules. Information, completed annually, about schedules, timing, and distance for 
a particular bus; includes Form TR-IV. Retain 1 year or until superseded. 
 
3.05 Driver’s Monthly Reports. Records documenting the daily service record of each bus and daily 
record of pupils on the bus; includes Form TR-1.  Retain 2 years following audit. 
 
3.06 School Bus Safety Records. Records documenting school bus safety and inspection, including: 
 
3.06 a. Driver’s Daily Pre-Trip Inspection Records. Includes Form TR-V. Retain 2 years after the end 
of the fiscal year in which the records were created. 
 
b. Monthly Bus Safety Inspection Records. Includes Form TR-II; used in compiling 3.06(c) below.  
Retain 4 years after the end of the fiscal year in which the records were created. 
 
c. State School Bus Safety Inspection Records. Reports of bus inspections carried out by the State 
Department of Education inspectors; includes exit reports.  Retain 2 years after the end of the fiscal year 
in which bus was sold or transferred. 
 
d. School Vehicle Collision Reports. Includes Form TR-III. Retain 2 years following the audit period in 
which the accident occurred. 
 
4. Documenting Student Attendance 
4.01 School Censuses. Quadrennial and decennial reports to the State Department of Education, 
mandated by Code of Alabama 1975, Sections 16-8-31 and 16-11-10, providing name, age, grade level, 
gender, and race for each pupil in the county or municipality.  PERMANENT 
 
4.02 40-Day Average Daily Membership Reports (ADM Reports). Reports from local schools to the 
State Department of Education documenting attendance during the first 40 days of the school year, 
commonly transmitted electronically, with a confirmation report returned from the State Department. 
Retain 10 years after the end of the fiscal year in which the records were created. 
 
4.03 Principal’s Attendance Reports. 40-day and end-of year reports of attendance at the local school 
level, documenting such groupings as high school completers, types of diplomas awarded, students in 
advanced diploma programs, and students graduating after summer school.  Retain 5 years after the end 
of the fiscal year in which the records were created. 
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4.04 Dropout Reports. Reports generated at the local school level to document students who cease 
attending school, used to count attendance and also to follow up by attendance officers.  Retain 5 years 
after the end of the fiscal year in which the records were created. 
 
4.05 Student Transfer Records. Records documenting student transfers to another school district within 
the system. May also document transfer of students from public school to a private/church school.  Retain 
2 years after transfer. 
 
4.06 Pupil/Parent Survey Cards. Information cards completed by parent or guardian, providing family 
data that may be used to obtain additional funding for schools.  Retain 6 years. 
 
4.07 Student Check In/Out Logs. Daily logs or records documenting when students arrived late or left 
school early; may include name of student, arrival/departure/re-admit times, source of permission. Retain 
2 years. 
 
4.08 Student Excuses. Notes or other communications from a student’s parent or guardian, indicating 
the reason for the student’s absence.  Retain until end of the school year in which the record was created. 
 
4.09 Attendance Records for Home-Schooled Students. Documentation that a student is enrolled in 
and attending an approved church-school sponsored program or a program instructed by a certified 
teacher.  Retain until student reaches age 16. 
 
5. Promoting School/Student Safety, Health, and Discipline 
 
5.01 Student Incident Reports. Reports to the local superintendent filed by a school principal concerning 
property damage and physical assaults by students on teachers, other school employees, and other 
students. Retain 4 years. 
 
5.02 Office Referrals/Teacher Reports. Reports of minor disciplinary incidents that result in the student 
being sent to the school office.  Retain 2 years. 
 
5.03 Student Discipline Files. Records documenting discipline history of an individual student; may 
include incident reports, teacher reports, and hearing officer letters, reports, and recommendations.  
Retain until student reaches age 21. 
 
5.04 Audiotapes of Due Process Disciplinary Hearings. Taped proceedings of hearings held at school 
or school board office for students faced with long-term suspension or expulsion from school because of 
disciplinary matters.  Retain 1 year. 
 
5.05 Behavior Policy/Code of Conduct Records. Copies of written school policy of student behavior, 
signed annually for each student by parent or guardian.  Retain 1 year. 
 
5.06 Monthly Suspension Data Reports. Attendance officer’s monthly summary of student suspensions 
from all schools in the system.  Retain 5 years. 
 
5.07 Attendance Officer Annual Reports. Reports from attendance officer to the local board of 
education mandated by Code of Alabama 1975, Section 16-28-13, documenting “all notices served, all 
cases prosecuted and all other services performed;” may also include statistics on dropouts, 
suspensions, and expulsions. PERMANENT 
 
5.08 Safe and Drug-Free Schools Records. This federally-funded program sponsors a variety of 
activities and initiatives to promote safety and discourage use of drugs among public school students. 
These records document the individual programs sponsored by schools. Retain 3 years after completion 
of activity.  
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5.09 Student Accident Reports. Reports of accidents occurring on school grounds or in building, or off-
campus while student is participating in school activity; includes identifying information about student, 
description of accident, and action taken.  Retain 5 years. 
 
5.10 School Counselor Daily Contact Logs. Lists of contacts (students, parents, other) maintained by 
school counselors to document their work.  Retain 13 years. 
 
5.11 Emergency Contact Cards/Clinic Cards. Records completed by parents providing student medical 
information and indicating individuals to be notified in case of student accident or illness. New cards are 
completed each year.  Retain until superseded or until student leaves school. 
 
5.12 Student Health Records. Records documenting student health information, such as allergies, 
medical conditions, and health screenings. May include medication files and logs.  Retain until student 
reaches age 21. 
 
5.13 School Nurse Contact Logs. Lists of contacts (students, parents, other) maintained by school 
nurses to document their work.  Retain 13 years. 
 
5.14 Student Driver’s License Enrollment Records. Copies of school form indicating student status 
and report of student enrollment verification sent to Department of Public Safety, pursuant to Code of 
Alabama 1975, Sections 16-28-40 through -45.   Retain 4 years 
. 
5.15 Underage Student Work Permit Records. School system report to the Department of Industrial 
Relations providing information about underage students who are working.  Retain 2 years. 
 
6. Conveying Knowledge 
 
6.01 Student Handbooks. Handbooks created annually or periodically by some schools to explain school 
policies and procedures, regulations, course offerings, graduation requirements, and sometimes student 
activities.  PERMANENT 
(2 copies of each issue) Retain additional copies until superseded. 
 
6.02 Local Textbook Selection Committee Files. Minutes and lists of selected textbooks for the local 
school system, chosen from lists provided by the State Department of Education.  Retain 6 years. 
 
6.03 Daily/Weekly Teacher Lesson Plans. Documentation of teaching plans including subject, class 
period, activity and/or project in a variety of formats.  Retain 4 years  after the end of  the school year 
in which the records were created. 
 
6.04 Special Education Programs 
a. Operational Records. Subsidiary documentation of day-to-day operation of programs, including 
referrals for programs, teacher assignments, correspondence, reports, and student papers. Retain 4 
years. 
 
b. Documentation of Selection and Placement Requirements. 
Core documentation of admission criteria and program elements and requirements, including admission 
procedures, eligibility and acceptance guidelines, and mission statements.   PERMANENT 
 
6.05 Gifted and Talented Programs 
a. Operational Records. Subsidiary documentation of day-to-day operation of programs, including 
application for admission, teacher assignments, correspondence, reports, and student papers.  Retain 4 
years. 
 
b. Documentation of Selection and Placement Requirements. 
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Core documentation of admission criteria and program elements and requirements, including admission 
procedures, eligibility and acceptance guidelines, and mission statements.   PERMANENT 
 
6.06 Magnet Schools 
a. Operational Records. Subsidiary documentation of day-to-day operation of program, including 
applications for program, teacher assignments, correspondence, reports, and student papers.  Retain 4 
years. 
 
b. Documentation of Selection and Placement Requirements. 
Core documentation of admission criteria and program elements and requirements, including admission 
procedures, eligibility and acceptance guidelines, and mission statements.   PERMANENT 
 
6.07 Vocational Education 
a. Operational Records. Subsidiary documentation of day-to-day operation of programs, including 
applications for program, teacher assignments, correspondence, reports, and student papers.  Retain 4 
years. 
 
6.07 b. Documentation of Selection and Placement Requirements. 
Core documentation of admission criteria and program elements and requirements, including admission 
procedures, eligibility and acceptance guidelines, and mission statements. PERMANENT 
 
6.08 Adult and Community Education 
a. Operational Records. Subsidiary documentation of day-to-day operation of programs, including 
applications for program, teacher assignments, correspondence, and reports.  Retain 4 years. 
 
b. Documentation of Selection and Placement Requirements. 
Core documentation of admission criteria and program elements and requirements, including admission 
procedures, eligibility and acceptance guidelines, and mission statements.   PERMANENT 
 
c. Course Offerings. Lists of course offerings for each term and associated publicity (brochures, 
newspaper advertisements).   PERMANENT 
 
6.09 Service Plans. Plans required by the State Department of Education and formulated by the local 
boards to designate how educational services will be provided for such target groups as students with 
disabilities, gifted students, vocational education students, and at-risk students. PERMANENT 
 
6.10 School Library/Media Center Records 
a. Catalog of Holdings. Continuously updated list of library’s holdings.  Retain until superseded. 
  
b. Library/Media Center Operational Files. Records documenting activities such as accessioning; 
circulation; patron requests, assistance, and complaints; and collecting fines.  Retain 2 years following 
audit. 
 
7. Evaluating Performance and Conferring Credentials 
 
7.01 Student Records. Official record of the individual student for his/her period of enrollment at a 
school. Information in student records may include identifying information, immunization data, 
standardized test scores, writing assessment results, cumulative card, health information, legal records, 
English as a Second Language (ESL) records, final report card, and graduation/termination data. Access 
to these records is governed by the Federal Educational Right to Privacy Act (FERPA) (34 CFR, 99.3). 
Note: It is not the legal mandate of the Local Government Records Commission to set policy concerning 
the contents of student records. This is a matter for the local school board to decide, in consultation with 
the State Department of Education. Note: The local board has the responsibility to maintain student 
records of any nonpublic school that discontinues operation and has no higher administrative office, as 
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well as those of closed public schools. Student records of home-schooled children are also reported to 
the board, as required by Code of Alabama 1975, Section 16-28-5. PERMANENT 
 
7.02 Special Education Student Records. Created for each student enrolled in a special education 
program; includes identifying information, parental consent forms, health screening forms, Individualized 
Education Programs (IEPs).  Retain 5 years after termination of student from program. 
 
7.03 Gifted and Talented Student Records (GEP Folders). Created for each student enrolled in a gifted 
and talented program; includes identifying information, parental consent forms, Individualized Education 
Programs (IEPs).  Retain 5 years after termination of student from program 
. 
7.04 School Psychologist/Psychometrist Files. Records, such as testing files, created by the school 
system psychologist or psychometrist. Retain 5 years after student leaves the school system. 
 
7.05 Grade Books. Documentation by individual teachers of a student’s academic progress throughout 
the year; includes name of teacher, class, names of students, and their grades. Retain 3 years after entry 
of grades in Student Records. 
  
7.06 Standardized Examination Records. Materials related to administering of standardized 
examinations (Stanford Achievement Test, Alabama High School Graduation Examination, etc.) and to 
examination results.  Retain 3 years after posting of examination scores to Student Records. 
 
7.07 Student Remediation Files. Records documenting assistance, instruction, and remediation 
provided to students who fail the Alabama High School Graduation Exam (AHSGE) 
 
a. Students passing the AHSGE by the end of their 12th grade Retain 4 years after graduation. 
 
b. Students not passing the AHSGE by the end of their 12th grade Retain 4 years after successful 
completion of the AHSGE or student’s last attempt. 
 
7.08 Requests for Transcripts. Records documenting requests from current and former students for 
copies of their records to be sent to other educational institutions or employers and the response to the 
request. These requests go to the school, if it is still in existence, or to the school board if the school has 
closed.  Retain 1 year. 
 
7.09 Special Education Student Portfolio Files. Records created by Alabama Occupational Diploma 
students in place of the high school exit exam to demonstrate students’ work to potential employers.  
Retain until student graduates or is terminated from program. 
 
8. Sponsoring Student Activities 
8.01 Athletic Program Records. Documentation of the school’s compliance with state regulations and 
requirements of applicable athletic association; may include student eligibility records, birth certificates, 
physical examination forms, parental consent forms, waivers, application forms, entry forms, schedules, 
participation requirements, and related records.  Retain 3 years after the end of the fiscal year in which 
the records were created. 
 
8.02 Student Activities History Files. Documentation of student clubs and organizations, events, 
publications, contests and competitions, elections, sports, and cultural activities; may be in the form of 
newspaper clippings, student newspapers, yearbooks, photographs, videotapes and audiotapes, meeting 
minutes, programs, and publicity materials. PERMANENT 
Recommend that the school Librarian  assume responsibility for collecting these records to document the 
history of the school. 
 
8.03 Student Activities Administrative Files. Records documenting routine administrative activities 
related to school activities such as student government elections, cheerleader tryouts, or 
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club/organization fund-raising events.  Retain 5 years after the end of the fiscal year in which the records 
were created. 
 
8.04 Field Trip Authorization/Parental Permission Files. Records documenting parent or guardian 
approval or disapproval for students to leave school on field trips or engage in school-related activities; 
may include date of trip, purpose of trip, destination, itinerary, disclaimers, and parent/guardian 
permission.  Retain 1 year. 
 
9. Administering Internal Operations–Managing the Agency 
9.01 Local Board of Education Internal Policies and Procedures. 
Documentation of internal policies and procedures such as carrying out state policies, hiring personnel, 
standardizing and grading of public schools, and managing finances. PERMANENT 
 
9.02 Local Board of Education History Records. Scrapbooks, newspaper clippings, ledgers, 
photographs, videotapes, or volumes compiling historical information about the school system. 
 PERMANENT 
 
9.03 Routine Correspondence. Correspondence related to day-to-day operations of the office. Retain 2 
years following audit 
. 
9.04 Mailing Lists. Various standard lists of names and addresses used by local boards and individual 
schools.  Retain for useful life. 
 
9.05 Telephone and Fax Machine Contact Logs. Lists of telephone and fax machine contacts and 
related data.  Retain for useful life. 
  
9.06 Administrative Reference Files. Materials not created by the agency, collected and used only as 
reference sources of information.  Retain for useful life. 
 
9.07 Board Appointment Records. Official documentation of the appointment of a school board 
member.  Retain 2 years following the audit period in which the term in office expires. 
 
9.08 Board Meeting Notices. Official notification of the time and place of regular and special meetings. 
Retain 2 years following audit. 
 
9.09 Official Bonds and Oaths. Bonds required of local superintendents and custodians of funds by 
Code of Alabama 1975, Sections 16-9-3.  Retain 2 years following the audit period in which the term in 
office expires. 
 
9.10 Calendars. Desk calendars and other scheduling devices for local school officials.  Retain 1 year. 
 
9.11 Accreditation Records 
a. Records documenting the local school re-accreditation process. 
This process is carried out every five years by the Southern Association of Colleges and Schools. 
Records consist of selfevaluation and school review team reports for each school in a system. 
 PERMANENT 
(one copy; may be retained either by school board or by the school itself) 
 
b. Duplicate copies of reports Retain until superseded. 
 
c. Interim Reports. Reports prepared annually during the five-year accreditation period.  Retain until 
next five-year report is issued. 
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9.12 Annual Reports. Yearly summaries of local board of education activities; includes the State 
Superintendent’s Annual Report Card for the school system and accountability reports as specified by 
Code of Alabama 1975, Section 16-6B-7. PERMANENT 
 
9.13 Publicity and Informational Materials. News releases, newsletters, brochures, periodicals, 
photographs, videotapes, audiotapes, speeches, public service announcements. PERMANENT 
 
9.14 Legal Case Files. Documentation of civil law suits filed against the school system and hearings 
conducted by the board of education.  Retain 6 years after case is closed; offer files with historical 
significance to a local library, archives, or historical society. 
 
9.15 Records Management Documentation 
a. Records destruction notices. Notices documenting the legal destruction of disposable records.  
Retain 2 years following audit. 
 
b. Records management materials. Records management plans, record inventories, indices, and 
finding aids.  Retain until superseded. 
 
c. Copy of approved RDA. Legal guidelines for the disposition of all agency records. Each local board 
should maintain a signed copy of the RDA and distribute copies to all schools in the system.  Retain 2 
years following the audit period in which the RDA was superseded. 
 
d. Local records deposit agreements. Formal agreements executed by some school systems that allow 
a local records repository (such as a library, archives, or historical society) to maintain the board’s 
long-term records. Includes inventory of records in the repository.  Retain 10 years after termination of the 
agreement. 
 
9.16 Computer Systems Documentation. Y2k records, hardware and software manuals and diskettes, 
and warranties.  Disposition: Retain former system documentation 2 years after the audit period in which 
the former hardware and software no longer exist anywhere in the agency and all permanent records 
have been migrated to the new system. 
 
9.17 Web Sites. Web sites developed by local boards of education to respond to public inquiries and 
provide information about local education facilities and services. Material may include location and 
contact information for school board offices and schools, school calendar, list of school officials, 
registration information, school board policies, and transportation information. PERMANENT 
Preserve a complete copy of the website annually, or as often as significant changes are made. 
 
10. Administering Internal Operations–Managing Finances 
10.01 Budgeting Records. Records documenting the preparation of a budget request package and 
reporting of the status of funds, requesting amendments of allotments, and reporting program 
performance. 
 
a. Approved annual budget. The final budget approved by the school board. Note: If budget is included 
with the board minutes, retain additional copies for useful life. PERMANENT 
 
b. Records documenting budget performance during the budget 
cycle (budgeted vs. actual revenue reports, revenue report, investment reports, expenditure reports, 
encumbrance reports, etc.)  Retain 2 years following audit. 
 
10.02 Purchasing Records. Records documenting the requisitioning and purchasing of supplies and 
equipment, receipting and invoicing for goods, and authorizing payment for products; may include 
purchase orders, invoices, purchasing card receipts, and receiving reports; includes purchasing records 
for the Child Nutrition Program.  Retain 2 years following audit. 
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10.03 Accounting Records 
a. Routine accounting records. Records of original entry, such as journals, registers, and subsidiary 
ledgers; and records of deposits of funds including canceled checks, check stubs, deposit slips, and other 
banking records, receipt books and reports of ticket sales; also covers accounting records for the Child 
Nutrition Program.  Retain 2 years following audit. 
 
b. General ledgers (traditional, manually-generated ledgers). 
Records of final entry for all financial transactions; collecting fees and other revenue, purchasing, 
investing, administering state and federal funds, and general accounting. PERMANENT 
 
c. Electronically-generated general ledgers and detailed year-end trial balances 
Retain 10 years after the end of the fiscal year in which the records were created. 
 
10.04 Travel Records. Records documenting requests for authorization from supervisors to travel on 
official business and related materials, such as travel reimbursement forms and itineraries. Retain 2 years 
following audit. 
 
10.05 Bid Files. Records documenting the bid process, including requests for proposals and 
unsuccessful responses.  Retain 7 years after the date bids were opened (Code of Alabama 1975, 
Section 41-16-54). 
 
10.06 Contracts. Records documenting contracts for services or personal property.  Retain 10 years 
after termination or expiration of contract. 
No. Records Title Disposition 
 
10.07 Audit Reports. Includes both independent audits and Examiners of Public Accounts’ audits of local 
boards of education, as well as audits of local schools.   PERMANENT 
 
10.08 Bond Records. Records documenting bonds issued by the local boards and the boards’ 
adherence to all applicable laws regarding issuance.  Includes redeemed bond and interest coupons. 
Retain 2 years following the audit period in which final payment was made. 
 
10.09 Federal and State Grant Project Files 
a. Supporting documentation. Includes background materials, financial reports, interim reports, and any 
other supporting documentation for grants that have been awarded and all records relating to grant 
applications that have been rejected.  Retain 6 years after submission of final report or the denial of 
application. 
 
b. Final reports. Final narrative summaries submitted according to the requirements of the funding 
agency. PERMANENT 
 
11. Administering Internal Operations–Managing Human Resources 
11.01 LEAPS/SLEAPS Reports. Computer-generated reports documenting all employees working in a 
particular school system, submitted annually to the State Department of Education.  Retain 2 years 
following audit. 
 
11.02 Job Recruitment Materials. Records documenting efforts by the local boards to advertise 
positions and attract qualified personnel.  Retain 2 years  following audit. 
 
11.03 Position Classification Files. Records documenting job requirements, description, and salary 
range for local school system positions.  Retain 4 years after position was reclassified. 
 
11.04 Requests for Professional/Support Staff Position. Records documenting requests for personnel 
submitted by individual schools/offices and subsequent reviewing and/or approval actions taken by the 
local board staff.  Retain 2 years following audit. 

    
  469        
     



Alabama Public School Finance Reference 
Budgeting - Budgeting and Accountability 
 
 
 
11.05 Employment Applications. Records documenting applications for employment, maintained for 
consideration when vacancies arise; also includes rejected applications, applications for transfer, and 
applications for promotion. 
 
a. Successful applications Retain in employee personnel file. 
 
b. Unsuccessful applications Retain 3 years. 
 
11.06 Equal Employment Opportunity Commission Files. Records documenting the local system’s 
compliance with regulations of the EEOC;  includes EEOC Forms 168A and 168B.  Retain 3 years. 
 
11.07 Employee Handbooks. Handbooks created by the local system to explain internal operations and 
procedures to new employees.  PERMANENT 
 
11.08 Employee Newsletters. Internal newsletters created by the local system to communicate system 
news and important events to employees. PERMANENT 
 
a. Salary and Wage Records. Pre-payroll reports, monthly payroll check registers, monthly fund 
distribution reports, payroll action forms.  Retain 2 years following audit. 
 
b. Payroll Deduction Authorizations. Records documenting an individual employee’s authorization to 
withhold taxes and other deductions from the employee’s pay. May be kept in employee personnel file.  
Retain 6 years after separation of the employee from the school system. 
 
c. Payroll Deduction Records. Records documenting taxes (including W-2 Forms), retirement 
contributions, and all other deductions, including PEEHIP, that are withheld from the pay of individual 
employees.  Retain 2 years following audit. 
 
d. Teacher Retirement Contribution Reports. Records documenting the amount of teacher retirement 
contributions deducted from salaries of local system teachers and staff. May be kept in employee 
personnel file.  Retain 6 years after separation of the employee from the school system. 
 
e. Annual Payroll Earnings Reports. Summary of employees’ payroll earnings for a fiscal year, 
including all deductions; includes Form 941.  Retain 50 years after the end of the tax year in which the 
records were created. 
 
11.10 Employee Personnel Files. Records documenting an employee’s work history with the school 
system, generally maintained as a case file; includes records of continuing education, performance 
evaluation, disciplinary actions, background checks, payroll deductions, leave and salary.  Retain 6 years 
after separation of employee (Disposition covers copies of both central office and local schools). 
 
11.11 Employee “Cafeteria Plan” (Flexible Benefits) Records. Records documenting salary reduction-
type plans authorized by the Internal Revenue Service Code, Section 125. 
 
a. General information about the plan Retain until superseded. 
 
b. Subsidiary documentation (applications, reports, and correspondence)  Retain 6 years after 
termination of participation in plan. 
 
11.12 Work Schedule Records. Records documenting employees’ daily and weekly work schedules.  
Retain 2 years following audit. 
 
11.13 Leave and Attendance Records 
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a. Individual employee leave and attendance records (including time sheets). Records documenting 
hours worked, leave earned, and leave taken by individual employees.  Retain 2 years following audit. 
 
b. Employee cumulative leave/attendance records. Records documenting the final leave status 
(cumulative leave) of individual employees; includes Annual Employee Leave Report.  Retain 10 years 
after separation of the employee from the school system. 
 
c. Employee sick leave donation records. Records documenting the donation of sick leave to their 
colleagues by employees.  Retain 2 years following audit. 
 
11.14 Family Medical Leave Act (FMLA) Records. Records documenting administration of the FMLA 
program, including leave taken, premium payments, employer notices, and correspondence.  Retain 2 
years following audit. 
 
11.15 Unemployment Compensation Records. Documentation related to employee claims for 
unemployment compensation. Retain 2 years following the audit period in which the transaction occurred. 
 
11.16 Worker’s Compensation Records. Documentation of claims and payments of employees for on-
the-job injuries or job-related disabilities covered under the law.  Retain 12 years after the end of the fiscal 
year in which the transaction occurred (Code of Alabama 1975, Section 25-5-4). 
 
11.17 Training Records. Records documenting the provision of in-service training and professional 
development for staff, including workshop records and evaluations.  Retain 3 years. 
 
11.18 Private Tutor Records. Teaching certificates and other required documentation for individuals who 
“home school” students.  Retain 5 years after instruction ends. 
 
12. Administering Internal Operations–Managing Properties, Facilities, and Resources 
12.01 Annual Inventory Records. Records documenting all personal property, equipment, or capital 
outlay of the board on an annual basis; also includes inventory of textbooks.  Retain 2 years following 
audit. 
 
12.02 Receipts of Responsibility for Property. Records documenting school board property temporarily 
in the use or possession of an employee or a student; includes receipts for textbooks issued to students.  
Retain until return of item to the property manager. 
 
12.03 School Construction Project Files. Records documenting all activities pertaining to planning and 
construction of educational facilities.  Disposition: Retain for life of the facility. Records may then be 
retained in office or offered for transfer to a local library, archives, or historical society under a local 
government records depository agreement. 
 
12.04 Real Property Ownership Records. Deeds and supporting documentation for land owned by the 
school system.  Retain 2 years following the audit period in which the property was sold or transferred. 
 
12.05 Real Property Leasing/Rental Records. Records documenting the leasing of renting of land, 
buildings, or facilities by the school system.  Retain 10 years  after the end of the fiscal year in which the 
lease or rental agreement was terminated. 
 
12.06 Property Insurance/Risk Management Records. Records documenting insurance purchase for 
school system buildings and facilities, or of membership in risk management cooperatives. Retain 10 
years after the end of the fiscal year in which the policy or membership was terminated. 
 
12.07 Facilities/Buildings Security Records. Records documenting security the carrying out of security 
measures and procedures by the school system in its buildings and facilities, including visitor logs.  
Retain 3 years. 
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12.08 Facilities/Buildings Inspection Files and Reports. Records documenting inspection of schools 
and board facilities to comply with the standards, rules, and codes affecting the health and safety of the 
occupants; includes fire and tornado drill reports, security inspections, and safety inspections.  Retain 5 
years. 
 
12.09 Building Maintenance Work Orders. Records documenting routine maintenance on board of 
education facilities and property.  Retain 1 year. 
 
12.10 Vehicle and Equipment Maintenance Files. Records documenting routine maintenance on board 
of education vehicles (other than school buses) and equipment.  Retain 2 years following the audit period 
in which the vehicle or equipment was sold or replaced. 
 
12.11 Motor Pool Vehicle Records. Records documenting reservations and use of motor pool vehicles 
by board of education personnel and gasoline usage by motor pool vehicles.  Retain 2 years following 
audit. 
 
12.12 Employee Parking Records. Records documenting employee parking permit applications, cards, 
and permits. Retain 2 years following audit. 
 
13. Records No Longer Created 
(Note: Any local board of education record created prior to 1900, whether or not it is specifically listed 
here, is a permanent record and may not be destroyed.) 
 
13.01 Four Months Attendance Reports/Attendance Profiles (formerly LG-6-4-9). Records 
documenting the average daily attendance, enrollment, and number of students using transportation for 
each school.  Retain 5 years. 
 
13.02 Final Cumulative Attendance Reports (formerly LG-6-4-10). Records documenting the total 
number of children attending school on a daily basis, includes average daily attendance.  Retain 10 
years. 
 
13.03 School Registers/Teachers’ Registers/Promotion Registers (formerly LG-6-4-15). Records 
created by the teacher documenting students in each class each year; may include attendance, 
recommendation for promotion, additional comments.   PERMANENT 
 

Local Boards of Education Permanent Records List 
 

Making and Implementing Policy 
 
1. Local Board of Education Policies and Procedures (1.01) 
2. Improvement Plans (1.02) 
3. Board Meeting Minutes/Meeting Packet (1.03a) 
4. Administrative Correspondence (1.04) 
 
Providing Transportation 
 
1. Court-Ordered Busing Plans and Maps (3.01) 
 
Documenting Student Attendance 
 
1. School Censuses (4.01) 
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Promoting School/Student Safety, Health, and Discipline 
 
1. Attendance Officer Annual Reports (5.07) 
 
Conveying Knowledge 
 
1. Student Handbooks (6.01) 
2. Special Education Programs–Selection and Placement Requirements (6.04b) 
3. Gifted and Talented Programs–Selection and Placement Requirements (6.05b) 
4. Magnet Schools–Selection and Placement Requirements (6.06b) 
5. Vocational Education–Selection and Placement Requirements (6.07b) 
6. Adult and Community Education–Selection and Placement Requirements (6.08b) 
7. Community Education–Course Offerings (6.08c) 
8. Service Plans (6.09) 
 
Evaluating Performance and Conferring Credentials 
1. Student Records (7.01) 
 
Sponsoring Student Activities 
 
1. Student Activities History Files (8.02) 
Administering Internal Operations - Managing the Agency 
RDA 
Revised 10/03 
31 
1. Local Board of Education Internal Policies and Procedures (9.01) 
2. Local Board of Education History Files (9.02) 
3. Accreditation Records (9.11) 
4. Annual Reports (9.12) 
5. Publicity and Informational Materials (9.13) 
6. Websites (9.17) 
 
Administering Internal Operations - Managing Finances 
 
1. Approved Annual Budgets (10.01a) 
2. General Ledgers–Traditional, Manually-generated Ledgers (10.03b) 
3. Audit Reports (10.07) 
4. Grant Project Final Reports (10.09b) 
 
Administering Internal Operations - Managing Human Resources 
 
1. Employee Handbooks (11.07) 
2. Employee Newsletters (11.08) 
 
Records No Longer Created 
 
1. School Registers/Teachers’ Registers/Promotion Registers (13.03) 
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18. Budgeting the 1995 Foundation Program: 
 Earmarked Revenues and Mandated Expenditures 

 
 The 1995 Foundation Program retains the earmarking provisions of many of the 
former restricted categorical aid programs or line items it replaced.  While many separate 
line items have disappeared in the appropriations and allocations processes, the required 
objects of expenditure remain.  In fact, the 1995 Foundation Program and the several 
categorical aid programs as enacted by the legislature contain more restricted funding and 
earmarking of expenditures than did the 1935 Foundation Program and the multitude of 
line items (both direct and on-behalf) which it replaced.  This statement bears explanation. 
 
 The 1995 Foundation Program has been often referred to as a “block grant.”  While 
this designation is meant to be complementary to the Program, it may be misleading in 
terms of the common usage of the term.  The State Superintendent of Education, in his 
written presentation at budget hearings since the passage of the 1995 Foundation 
Program, has referred to the “Foundation Program” as being “designed to give local school 
systems maximum control of expenditures . . .”  This funding mechanism has been 
described as follows: 

 
 The Foundation Program apportions funds 
to local school systems in a block grant based on 
cost calculations using prior year data, and the 
local board allocates to schools based upon the 
needs of the students and the schools in the 
current year.  The legislation imposes a set of 
budgetary constraints on the expenditure of the 
block grant  (Richardson, 1996, Exhibit F).   
 

 There is no doubt that the legislation does impose a set of budgetary constraints.  
In fact, the budgetary process at the local board of education level will be on spending 
the Foundation Program as required by law, not as the local board may decide.  If this is 
the case, what basis exists for describing the Foundation Program as a “block grant?”  
The only flexibility which can be identified is that no categorical funding exists for 
vocational education or special education.  The irony is that the virtue which is thus 
presented may actually turn out to be a vice for the 1995 Foundation Program.   
 
 

The 1995 Foundation Program:  A Block Grant? 
 

 The use of the term “block grant” to describe the 1995 Foundation Program can 
apply to only one characteristic of this funding mechanism;  there are no categorical aid 
programs or line items that apply to special education and vocational education.  In the 
sense that the divisors for determining the number of teacher units have been adjusted 
in terms of ADA being served to reflect included funding for both special education and 
vocational education, the program is a block grant.  In this case, it is an instructional 
block grant in that latitude is given to the local board of education in determining the 
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type of certification a teacher must have in being employed as a teacher unit in the 1995 
Foundation Program.  That is, a Foundation Program Teacher Unit may be hired for 
general studies purposes, special education purposes, or vocational education 
purposes interchangeably. 
 
Block Grant and Categorical Aid Programs 
 

However, when most people hear the term, “block grant,” their reaction is a 
favorable one based upon what has been occurring at the Federal level.    Most people 
think of the term as being synonymous with general aid which has only a general 
expression of purpose or priority, implying little accountability, reporting, and evaluation. 
That is the impression which has been created by the publicity surrounding 
congressional reform of several programs, particularly welfare.  To the contrary, the 
Foundation Program more closely resembles a categorical aid program which 
designates the exact purposes for which funds shall be used and how they shall be 
expended.   
 

Types of Financial Assistance Programs 
 
 State aid to public schools can be described as one of three types of programs.  
The first and least restrictive is General Aid.  General Aid is usually a pure form of 
financial assistance which carries only a general expression of purpose or priority, such 
as supporting public elementary and secondary education at the local level.  It implies 
little accountability, reporting and evaluation.  The term Block Grant is usually used as if 
it were synonymous with general aid.  While an ideologically pure block grant would turn 
essentially all program design authority over to the implementing authority, most block 
grants do retain some prohibitions and mandates.  The last type of financial assistance 
program is Categorical Aid.  In this situation, the appropriating authority maintains direct 
control of the exact purposes for which the aid can be used with little or no program 
flexibility and significant paperwork involved in accountability, reporting, and evaluation 
(Burrup, Brimley, and Garfield, pp. 205-206).  
 
 If the Legislature of the State of Alabama were to propose an “ideologically pure” 
form of a block grant to local boards of education, all of the inflexible characteristics of 
categorical aid programs would be eliminated.  While such a funding mechanism would 
still allocate funds to local boards on some formula basis based upon the constituency 
to be served, very broad discretion would be granted as to how these funds were 
expended and great flexibility granted in choosing from a variety of program options.  
There would be no earmarked objects of expenditure in the program and would be 
implemented as a state aid program similar to that of Massachusetts and other states.   
 

Block Grants:  A Brief History 
 

Categorical aid grants became a significant item in the federal budget shortly 
after World War II as the federal government began to direct the economy from a war-
time footing into peace-time prosperity through consumerism.  Congress also created 
new programs in the areas of community, health, and social areas.  Early criticism 
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focused on administrative complexity of overseeing such programs from Washington 
and the stifling of local initiative. Along with the handcuffs of control went the threat of 
unfunded mandates as Congress directed the implementation of programs at the state 
level.  The New Federalism of President Nixon attacked these categorical grants of 
Congress as pork, as they delivered identifiable program benefits to narrowly drawn 
constituencies for which Congress could take credit (Peterson, p. 1). 

 
President Nixon proposed the combining of categorical aid grants into “special 

revenue sharing” grants that would transfer program authority to the states.  However, 
only some small block grant consolidation actually survived his administration.  During 
the Reagan administration, some nine block grants were approved by Congress.  The 
purported value of consolidation was with freedom from federal red tape, the states 
could accomplish more with less.  The continuing concern, however, was whether the 
benefits of the federal spending was indeed reaching the targeted populations.  Such 
concern inevitability leads to the reimposition of programmatic restrictions (Peterson, p. 
2). 
 

The Enticement of Block Grants 
 

One enticement of block grants is the movement away from entitlements.  
Entitlements fix the level of payments to the states on the number of eligible 
beneficiaries.  Block grants fix federal allocations in advance.  A premise is that, once 
freed from the burden of federal regulation and the freedom to be innovative, reduced 
program costs at the state cost will actually result in a financial windfall for states.  The 
reality of such savings remain to be seen while the specter of increasing clients during a 
recessionary period remains real.  In a pure block grant system, the financial liability of 
the appropriation entity is limited and the financial responsibility of the provider agency 
is open.  In an ideal situation, all program design authority would be transferred to the 
states, and there would be no evaluation requirements.  The lure of block grants from 
the federal government to states is the budget-cutting role now imposed on Congress, 
the theory of administrative savings at the state and federal level for program 
implementation, the end of federal oversight and unfunded mandates, the improvement 
of programs through reform and innovation, and less government support and intrusion 
in the lives of its citizens (Peterson, p. 1-3). 
 

The 1995 Foundation Program:  A Categorical Aid Program? 
 
 The imposition of budgetary constraints on the operation of the 1995 Foundation 
Program may have in realty created a set of line items for restricted spending for local 
boards of education.  Viewed in this manner, the 1995 Foundation Program may be 
seen as a categorical aid program with little flexibility offered local school officials.  An 
explanation of this viewpoint follows. 
 
Fungible or Interchangeable Teacher Units 
 
 The Foundation Program approved by the Legislature in the 1995 Regular 
Session has been fully described in a previous section.  A positive feature of the 
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program was its enrolling of a large number of separate line items of teacher units into a 
unified calculation.  The Legislature surrendered its practice of appropriating categories 
of teacher units by separate line items for specific program purposes and approved the 
calculation of only two types of teacher units:  classroom and instructional support 
(current units are not discussed here since they are totally fungible).  Absorbed into the 
Program were separate line items for teachers for kindergarten, for reducing class size, 
for special education, for vocational education, for driver education, for support, and for 
elementary education.  
 

With the exception of the calculation of current teacher units for instructional 
purposes, the 1995 Foundation Program provides teacher units for instruction and 
teacher units for instructional support (principals, assistant principals, librarians, and 
guidance counselors).  As the instructional support teacher units are calculated based 
upon Southern Association of Schools and Colleges accreditation standards, it is 
reasonable to assume that these units are restricted to these purposes.  However, the  
classroom teacher units are fungible, that is they can be used for any instructional 
purpose designated by the local board of education.  The exception to this is, of course, 
that classroom caps as mandated by state board of education resolution, must be 
attained or waived. 
 
Unfungible or Non-interchangeable Objects of Expenditure 
 
 The 1995 Foundation Program is remarkable in the degree to which it earmarks 
the expenditure of Foundation funds by object of expenditure.  Objects of expenditure 
are the specific items of expenditure necessary to support the operation of a program.  
Examples are personnel costs, fringe benefits, travel, rentals and leases, utilities and 
communications and materials and supplies.  While the 1995 Foundation Program 
allocation to a local board of education may be a single sum (as is as the total for 
statewide foundation program in the annual education appropriations bill), the single 
sum is not a block grant, but is rather the sum of many mandated objects of 
expenditure.  The 1995 Foundation Program is not a spending block grant ,but the sum 
of many restricted or earmarked objects of expenditure such as salaries for teachers.  
The local board of education has no latitude in expending these funds as calculated.  An 
explanation follows. 
 

Objects of Expenditure and State Allocation 
 
 A complete discussion of the calculation of the 1995 Foundation Program has 
been provided earlier. The beginning independent variable for this calculation is, of 
course, average daily membership by grade level.  The divisors assigned to each grade 
level determine the number of teacher units earned.  Each teacher unit earned carries a 
cost assignment by object of expenditure with the state requirement that funds so 
earned must be expended accordingly.  These cost assignments with an explanation 
follow: 
 
Salaries.  The salary matrix is the first time in education funding in Alabama that a state 
minimum salary schedule has been placed into statute.  The earlier state school aid 
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programs contained a state salary allotment schedule.  The difference is that when 
operating under the salary allotment schedule, once the total salary dollars to be earned 
by a local board of education was calculated, the only spending requirement placed 
upon a local board was that the total amount allocated for salaries be spent on salaries 
only. This amount of salaries was the product of the number of teachers earned by rank 
times the state allotment for that rank of certification (the sum of the number of teachers 
by rank x dollar value of certificate rank).   

 
There was no relationship between an individual teacher unit earned and the 

salary paid an individual teacher.  Therefore, each local board of education was free to 
establish its own local salary schedule completely independent of the state.  If that local 
board wished to start beginning teachers at a salary below the minimum state allotment, 
that was a local board decision.  A common practice was to do this and utilize the salary 
allotment not paid to such teachers to be used to either hire additional teachers or to 
supplement the salary of other teachers, perhaps those with significant longevity with 
the local board and whom the board wished to retain. 
 
 Under the 1995 Foundation Program, each local board of education must 
compensate each teacher according to a minimum state salary schedule which is the 
state salary matrix used in calculating the Foundation Program.  Until amended in 1997, 
the minimum salary to be paid a teacher was 95 percent of the applicable cell.  As 
amended, by 1999, the minimum salary to be paid a teacher will be 100 percent of the 
applicable cell of the matrix.  This not only limits the financial decision-making of the 
local board of education with regard to “state funding,” but similarly imposes the same 
restrictions on any teacher which may be employed from “local funds.”  This expenditure 
is state-mandated.  For FY 1996-97, salaries for teacher units amounted to 62.14% of 
the Foundation Program. 
 
Fringe Benefits.  All fringe benefits for public education employees are determined at 
the state level in Alabama, contrary to common practice in other states.  The calculation 
of fringe benefits in the Foundation Program is directly accomplished for teacher units.  
Values to determine required costs based upon required salaries to be paid for 
Teachers’ Retirement System, FICA, Medicare, Unemployment Compensation, Health 
Insurance, and Leave Reimbursement are all stipulated by the Legislature in the annual 
education appropriations bill.  These funds are restricted to this object of expenditure 
only.  In addition, these same rates apply to teachers employed as local units outside 
the Foundation Program calculation.  Local boards of education have no authority over 
the fringe benefit package offered their employees, with the exception that they may 
offer additional benefits only, never fewer. 
 
 This policy has the identical effect on local board decision-making for those 
support employees (for example, janitors, maintenance personnel, lunchroom workers) 
employed through funding received as “other current expense.”  The fringe benefit 
package for these employees is also determined by the Legislature with no calculation 
prescribed in statute to insure sufficient funding in the annual appropriations bill.  This 
expenditure is state-mandated.  For FY 1996-97, fringe benefits for teacher units 
amount to 14.80% of the Foundation Program. 
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Other Current Expense.  This cost factor of the Foundation Program is today, as it was 
as early as 1927, the item of appropriation over which local boards of education have 
most control in its expenditure.  However, as described above, this control is limited.  
There is no finite calculation in the 1995 Foundation Program to describe the costs 
necessary to operate a local school system outside of the direct costs of salaries, 
benefits, and instructional support.  In the state-wide system of public schools, no 
specific cost consideration exists for support personnel required, for maintenance and 
utilities, for central office administration and support, etc.  It must be assumed that 
funding for these functions are included in other current expense and that it will be 
adjusted annually to reflect the mandated costs of fringe benefits.   
 
 This category in 1927 was calculated as a fixed percentage of teachers’ salaries 
in order to guarantee appropriate funding levels.  A protection mechanism in other 
states to insure adequate funding for this purpose contains a cost calculation for 
providing these types of services.  However, it is a true block grant each local board of 
education would be free to expend the funds in a truly flexible manner.  To the degree 
that Alabama’s schools receive unrestricted funding, this is the way it is done.  To the 
degree that a prior call already exists on these funds to pay for fringe benefits formerly 
paid on-half for all local (non-federal) employees, for pay raises formerly granted 
lunchroom workers, and for extended year salary contracts for vocational education 
employees, these funds are highly restricted.  For FY 1996-97, other current expense 
amounted to 19.77% of the Foundation Program, of which the majority would be 
expended for support salaries and fringe benefits. 
 
 
Classroom Support.  Many line items of appropriation were begun by the Legislature 
over the years to provide instructional support to the classroom.  One of the earliest was 
the textbook program which was financed through the State Department of Education.  
The 1995 Foundation Program incorporated these several line items into the 
Foundation Program.  However, with the exception of school textbook funds flowing 
directly to local boards of education through the Foundation Program, nothing 
operationally different occurs.  These purposes of expenditure today include textbooks, 
library enhancement, classroom materials and supplies, professional development, and 
technology.  The dollar value for each of these categorical aid items is found in the 
annual educational appropriations bill.  Therefore, the expenditure of these funds is 
highly restricted and limited to the appropriations bill language as was done prior to 
1995.  For FY 1996-97, classroom instruction support amounted to 3.29% of the 
Foundation Program. 
 
 A complete discussion of these items of expenditure were found in section 13. 
Some flexibility is granted by the state with regard to the expenditure of each of these 
categories by school site and by classroom with the limited exceptions depending upon 
whether the program is regular education or vocational/technical education: pending 
ultimate approval of the State Superintendent of a waiver.   
 
(Code of Alabama 1975, Section 16-6B-10(b)(5)) The governing statute follows: 
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Regular Education Programs 
 

. . .  Because the Legislature believes classroom instructional support 
funds to be critically important, the following conditions will apply to the 
budgeting process of each local board of education: 
(1) Classroom instructional materials and supplies must be budgeted for 
all teachers at the rate appropriated per teacher unit by the Legislature in 
the Foundation Program. 
(2) Textbook funds must be budgeted for all students based on the rate 
appropriated per student by the Legislature in the Foundation Program. 
(3) Technology funds must be budgeted for all teachers based on their 
rate appropriated per teacher unit by the Legislature in the Foundation 
Program. 
(4) Professional development funds must be budgeted for all teachers 
based on the rate appropriated per teacher unit by the Legislature in the 
Foundation Program. 
(5) Library enhancement funds must be budgeted for all teachers based 
on the rate appropriated per teacher unit by the Legislature in the 
Foundation Program. The library enhancement appropriation shall be for 
K-12 Public School Library/Media Centers and is an absolute 
appropriation. Expenditures may include books, book binding, repair, CD 
Roms, computer software, computer equipment, cataloging, audiovisual 
materials, newspapers, magazines, recordings, and video tapes. 
(6) In addition to classroom instructional support, leave (sick and personal) 
must be budgeted for all teachers based on the number of days and the 
rate per day used by the Legislature in calculating the cost in the 
Foundation Program. 
(7) The principal of a local school in consultation with the teacher(s) so 
affected may request a waiver from subdivisions (2) through (5). The 
waiver shall be presented to the local superintendent of education. Upon 
concurrence, the local superintendent of education shall request a waiver 
from the State Superintendent of Education, which application shall be 
deemed to be granted unless affirmatively rejected in writing by the state 
superintendent within 30 days of its receipt (Code of Alabama 1975, 
Section 16-6B-10(a)(7)). 

 
 While the procedure may be difficult, there is a process to follow to gain greater 
flexibility in the case of all classroom instructional support line items in the case of the 
regular classroom.  The situation is more limited in the case of Vocational/Technical 
Education: 
 
Vocational/Technical Education Programs 

 
Because the Legislature believes classroom instructional support funds to 
be critically important, the following conditions will apply to the budgeting 
process of each local board of education: 
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(1) Classroom instructional materials and supplies must be budgeted for 
all teachers at the rate appropriated per teacher unit by the Legislature in 
the vocational/technical education program. 
(2) Textbook funds must be budgeted for all students based on the rate 
appropriated per student by the Legislature in the vocational/technical 
education program. 
(3) Professional development funds must be budgeted for all teachers 
based on the rate appropriated per teacher unit by the Legislature in the 
vocational/technical education program. 
(4) In addition to classroom instructional support, leave (sick and personal) 
must be budgeted for all teachers based on the number of days and rate 
per day used by the Legislature in calculating the cost in the 
vocational/technical education program. 
(5) The principal of a local school in consultation with the teacher(s) so 
affected may request a waiver from subdivisions (2) and (3). The waiver 
shall be presented to the local superintendent of education. Upon 
concurrence, the local superintendent of education shall request a waiver 
from the State Superintendent of Education, which application shall be 
deemed to be granted unless affirmatively rejected in writing by the state 
superintendent within 30 days of its receipt ((Code of Alabama 1975, 
Section 16-6B-10(b)(5)). 

 
However, the general rule is that a local board wish to focus spending on an 

annual priority basis, these funds are not a block grant, cannot be spend as a priority for 
other needs,  and are accountable to be spent only for the item of appropriation  
 

Objects of Expenditure and Local Funds 
 
 A Foundation Program by definition includes local funds in its calculation.  That 
is, in determining the total cost of the state program, local funds are considered as 
being available to fund a portion of the state-mandated educational program.  The 1995 
Foundation Program included a phase-in over three years of the chargeback or required 
local financial contribution.  For FY 2002-2003, the statutorily required complete phase-
in of the chargeback will mean that over $318 million of local revenues is included in the 
cost calculation of the Foundation Program. 
 
 What this means for local boards of education is that this $318 million of local 
revenues prior to the 1995 funding change converts from being expended at the 
discretion of the local boards of education to being expended in accordance with a 
state-mandated educational program.  Each dollar of chargeback is reappropriated to 
the local board of education under a spending plan defining the objects of expenditure.  
While the local board previously had decision-making authority over what type of 
program this required local effort would be expended for (purchase of educational 
services, capital outlay, professional development, etc.) said funds are no longer under 
local board spending authority.  
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 In addition, the state spending authority which has been imposed as to program 
(teacher units under the Foundation Program) further limits board authority as to the 
object of expenditure of the funds.  For example, to provide for instruction, the local 
board might have made a decision to implement a differentiated staffing program, 
employing a certificated master teacher working with several noncertificated teacher 
aides.  Under the Foundation Program, teacher’s salary funds can only be spent for a 
teacher which means a certificated individual.  Non-certificated personnel cannot be 
employed, unless from Other Current Expense funding or from excess local revenue 
over and above the ten mills or its tax-based equivalent chargeback.  Prior to the 
imposition of the chargeback, the expenditure of local funds was purely a local matter 
within the proper legal constraints imposed by the Examiners of Public Accounts and 
applicable state law.  The expenditure of previously local funds is now state-mandated. 
 
 

Objects of Expenditure and Program Services 
 
 Funding previously provided as categorical aid for providing for special education 
and vocational education was through separate line items.  While these aid programs 
were restricted by any limitation imposed by law prior to 1995, some flexibility was 
permitted.   With the inclusion of these funds into the divisors for calculating teachers 
units, such flexibility as to object of expenditure was sacrificed.  Examples follow. 
 
Special Education.  While the vast majority of state special education funding was 
restricted to teacher units prior to the 1995 foundation program revision, funding was 
available as Special Education Continuation Funds that could be used with great 
flexibility by local boards of education to meet special education needs.  Examples 
would include transportation, elimination of architectural barriers, employment of non-
certificated teacher aides, and purchase of professional services from non-certificated 
personnel (clinical psychology, clinical therapy, medical evaluation, etc).  This type of 
flexibility in providing services (a program decision) has been precluded by the total 
inclusion of special education funding as teacher units within the Foundation Program.  
Inclusion of funds within the divisors assumes a normal distribution of needs for special 
educational services across the state.  Also, the inclusion of the chargeback in this 
calculation further limits local programmatic decisions. 
 

Alternative delivery of education services rather than the exclusive use of a 
certificated teacher could well be appropriate.  This type of funding arrangement could 
make a consortium approach more difficult than if a true block grant were available for 
providing educational services.  The more local revenue a local board of education has 
over and above that required for participation in the Foundation Program (excess local 
revenue), the greater their options in providing educational services.  Those local 
boards which are more limited in their financial resources cannot exercise the same 
programmatic decision-making with state funds due to restrictions on objects of 
expenditure. 
 
Vocational Education.  The 1995 Foundation Program represented even a greater 
restriction on vocational education than special education services.  Vocational funding 
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from the state, a historical categorical aid program appropriated as a line item without 
any legislative restriction by object of expenditure, had become highly restrictive.  
Vocational funds were not previously appropriated as teacher units.  Thus, the funds 
carried an inherent degree of flexibility.  Under the 1995 Foundation Program and 
included within the divisors is the funding for vocational education.  The need for 
vocational education services is also considered to be normally distributed across the 
state. 
 
 The need for vocational education services across the state may be increasing at 
the same time competition for scarce state and local dollars is increasing.  The 
vocational education services provided through our two-year technical college system 
might at times be duplicative of those provided in high school.  If a local board of 
education wanted to enter into a cooperative agreement with a two-year technical 
school or a local business or industry, or another state government entity, it is highly 
restricted as to how funds assumed available from the state may be expended.  As a 
further restriction, the 1995 Foundation Program contains language as follows:  “ … as 
a result of hold harmless and federal requirements of maintenance of effort, no local 
board shall be permitted to spend fewer dollars for vocational/technical education than it 
did during the 1994-95 school year” (Section 16-6B-8, Code of Alabama 1975).  The 
State Superintendent of Education has interpreted this requirement as meaning state 
dollars per ADM (Richardson, 1996, Exhibit F). 
 
 For example, since the assumed funding must be expended for certificated 
teachers only (again, with the exception of Other Current Expense), the only state-
sanctioned instructional delivery system for vocational education is through the 
employment of a classroom teacher.  A local board might wish to contract or enter into a 
joint program arrangement with a local technical school.  State funds cannot be 
expended to purchase contractual services since obviously the majority of funds 
received for a teacher unit will be restricted to salary, fringes, and classroom 
instructional support.   
 

Alternative delivery of education services rather than the exclusive use of a 
certificated teacher could well be appropriate.  This type of funding arrangement could 
make a consortium approach more difficult than if a true block grant were available for 
providing educational services.  The more local revenue a local board of education has 
over and above that required for participation in the Foundation Program (excess local 
revenue), the greater their options in providing educational services.  Those local 
boards more limited in their financial resources cannot exercise the same programmatic 
decision-making with state funds due to restrictions on objects of expenditure. 
 
 

Objects of Expenditure and Site-Based Management 
 
 Site-based management of Classroom Instructional Support is statutorily 
required by the Education Accountability Plan approved by the Legislature in 1995.  The 
Legislature declared its intent to see that funds allocated for classroom instructional 
support actually reached the classroom (Code of Alabama 1975,Section 16-36-29.1 and 
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16-6B-10).  However, the development of school budgets within each school with the 
direct input of teachers by secret ballot is required only for instructional supply funds.  
The other categories of classroom instructional support are to be budgeted by individual 
school with the right of principals and classroom teachers to participate in the decisions.  
The Legislature does require that each category of classroom instructional support be 
budgeted for all teachers at the rate appropriated by the Legislature in the Foundation 
Program.  This requires that in addition to the funding provided by the state and in 
addition to the local funds calculated in the chargeback, the local board of education 
must provide the same classroom instructional support funding for each additional 
teacher employed outside of the Foundation Program. 
 
 While this process of site-based management is important, it is worth to note the 
limitations placed on this version of site-based management.  The funds required to be 
involved in the process are minimum (instructional supply funds), only about 0.95% 
statewide of the Foundation Program.  Major decisions such as staffing levels and types 
of staffing are completely outside of consideration at the local school site.  Under a true 
block program, site-based management could include personnel decisions and control 
the majority of the local school budget.  Of course, a local board of education could 
dedicate any excess local funds to be budgeted and expended at a local school site. 
 
 While costs for purposes of calculating the Foundation Program are developed at 
the school site level, the state allocation of the Foundation Program is made to the local 
school system.  It is the local board of education’s responsibility to allocate state and 
local Foundation Program funds to each school  

“ … in an equitable manner, based on the needs of the students and the 
schools, as reflected in the current year’s actual student populations, 
including at-risk students, students receiving special educational services, 
and students enrolled in vocational/technical education programs.  The 
local board of education shall report annually to the State Board of 
Education on how all state and local funds for public education, including 
Foundation Program funds and capital outlay funds, have been allocated 
to each of its schools or area vocational centers (Code of Alabama 
1975,Section 16-13-231(b)(1)d).   
 
There is no mandate for funding earned by a school site to be expended in that 

school site.  The exception to this statement is when a school is declared in need of 
assistance by the State Board of Education.  Under this condition, the local board of 
education “ … shall be required to budget all funds earned by such school in the cost 
calculations of the foundation program” (Code of Alabama 1975,Section 16-6B-3(b)). 
 

Objects of Expenditure and Classroom Caps 
 
 While the 1995 Foundation Program in statute did not place any restriction on 
how classroom teacher units would be assigned to classrooms, the State Board of 
Education by Resolution in 1997 did.  By placing caps on the number of students in 
ADM which could be in a classroom by grade, any remaining flexibility in the 1995 
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Foundation Program was removed. Now, in addition to transforming a state salary 
allocation schedule into a state salary schedule, the staffing of classrooms by grade by 
school are defined by the central state authority.  Local boards of education are not 
permitted to make staffing decisions which might include concepts of differentiated 
staffing and the use of teacher aides.  Rather, the single mode of instructional delivery 
is a certificated teacher with a defined maximum number of students.   
 

Budgeting Requirements of the 1995 Foundation Program 
 
 In preparing local school system and school site budgets under the 1995 
Foundation Program, several statutory requirements must be met.  These requirements 
are very similar to those found for the 1935 Foundation Program.   
 
Academic Programs and Cost Factors 
 
 (1)  There must be an amount of local tax receipts equal to ten mills of school 
tax received by the local board of education from the appropriate local governing body. 
This amount must be available to the General Fund to be expended for purposes of the 
Foundation Program. 
 
 (2) The expenditure of funds of the 1995 Foundation Program must be used to 
provide as nearly as practicable the same length of term of all schools. 
 
 (3) The local board of education must provide a school term of at least 175 days 
or such part of that term as can be maintained by using funds available; failure to 
operate for a minimum of 175 days will result in a pro-rata reduction in the 1995 
Foundation Program allocation. 
 
 (4) The funds for teachers’ salaries must be expended in accordance with a local 
salary schedule which is least 100 percent of the state salary schedule beginning 
October 1, 1998.  Each teacher shall receive at least 100 percent pay for the 
appropriate salary cell on the state salary schedule for that teacher’s level of experience 
and degree.  All funds allocated for teachers’ salaries must be expended for teachers’ 
salaries. 
 
 (5) Beginning with FY 1998-99, the Legislature shall include an amount in the 
annual appropriation for additional instructional salaries and fringe benefits over and 
above the amount calculated in the 1995 Foundation Program, of from 1 percent to 2 
percent of the total cost of instructional salaries.  This amount shall be distributed to 
local boards of education in an equitable manner based upon the number of Foundation 
Program units earned and shall be expended only for classroom salaries and fringe 
benefits in the instructional program. 
 
 (6) The state and local 1995 Foundation Program funds must be allocated to 
each school in an equitable manner as based upon the needs of the students and the 
schools, as reflected in the current year’s actual student populations, including at-risk 
students, students receiving special education services, and students enrolled in 
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vocation/technical education programs.  However, the cost calculations of the 1995 
Foundation Program assume that special education needs and vocational/technical 
education needs are normally distributed by each school system and each school.  In 
theory, therefore, equitable distribution of 1995 Foundation Program Funds would mean 
that each school would receive its calculated amount, irrespective of the needs of the 
students.  In fact, a school in need of academic assistance must be budgeted the 
amount allocated.  No financial provision exists in the 1995 Foundation Program for the 
operation of necessary programs (such as the central office). 
 
 (7) The local board of education must submit annually to the State 
Superintendent of Education a report on the allocation of all state and local funds for all 
purposes to each local school or vocational/technical center. 
 
 (8) The local board of education must continue operations in all area 
vocational/technical centers in existence in FY 1994-95 and pay a pro rata share of 
operating costs.   
 
 In addition to the above requirements, each local board of education must submit 
to the State Superintendent of Education the following reports 
 

(1) a proposed building program; 
(2) a proposed transportation program (except for city boards not operating a 

transportation system; 
(3) a proposed professional development program; 
(4) a proposed technology program; 
(5) a proposed program for the provision of services to students with disabilities 

and gifted students in compliance with applicable state and federal laws; 
(6) a proposed program of vocational educational services in compliance with 

applicable state and federal laws; 
(7) a proposed program for the provision of educational services to at-risk 

students in compliance with applicable state and federal laws. 
 

Salary Increases Formerly Granted for Lunchroom Workers 
 
 The Legislature began in the practice in the 1970’s of mandating pay raises for 
support employees, including school lunchroom workers.  In order to fund this 
mandated local pay raise, the legislature also began the practice of appropriating a line 
item to pay for this raise entitled “Salary Increases for Lunchroom Workers.”  For FY 
1978-79, this line item appropriated $7,747,000 for this purpose.  This line item 
continued in various amounts to FY 1983-84.  At this time the legislature included this 
funding in the amount for Other Current Expense:  “This amount includes level funding 
for all lunchroom workers salaries with the intent that all lunchrooms be fully funded by 
local school boards” (Act 83-753, 1983 Regular Session).  
 
 In the FY 1984-85 budget the legislature defined the funds available to local 
boards to pay lunchroom workers salaries in the appropriation of Other Current 
Expense:  “It is also the intent of the legislature that all lunchrooms be fully funded by 
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local school boards from these and other local and/or state funds available and not just 
from funds generated by lunchroom sales (Act 84-330, 1994 Regular Session).”  This 
language last appeared in the 1993-94 Education Appropriations Act, the last such bill 
enacted without the impact of the Equity Funding Lawsuit: 
 

 Section 12.  It is the intent of the Legislature that all lunchroom 
worker’s salaries be funded from the Other Current Expense line in the 
Minimum Program and Financial Assistance Program be fully funded by 
local school boards from these and any other local and/or state funds 
available and not just from funds generated by lunchroom sales *(Act 93-
772, 1993 Regular Session). 

 
 Given the lump sum appropriation for FY 1994-95 which was allocated to local 
boards by the mediated agreement, the legislative mandate for continuing the 
lunchroom workers salary increases was continued as above, and referenced the pay 
raises granted for 1993 and 1994.  However, a new feature was added: 
 

A school board may obtain a waiver from the provisions of this section for 
a particular school or schools by applying for such a waiver in writing to 
the state superintendent of Education.  The State Superintendent may 
recommend a waiver in writing if the facts presented by the local school 
board warrant such a waiver and the state board approves the waiver (Act 
94-470, 1995 Regular Session). 
 

 The same language was continued for FY 1995-96, the first year of operation of 
the 1995 Foundation Program in Section 9 (Act 95-748, 1995 Regular Session).  For FY 
1996-97, the legislature mandated the salary increases formerly granted be paid only 
from Other Current Expense: 
 

 Section 12.  All state-mandated and state-funded salary increases and 
fringe benefits for Child Nutrition Program workers shall be fully-funded 
from the Foundation Program Fund in this Act and shall therefore be 
subsequently fully-funded by all local school boards from funds provided in 
this Act from Other Current Expense and not from funds generated by the 
Child Nutrition Program (Act 96-770, 1996 Regular Session). 

 
 This identical language was also included in the FY 1997-98 education 
appropriations bill (Act 97-856, 1997 First Special Session) in the FY 1998-99 education 
appropriations bill (Act 98-504, 1998 Regular Session), in the FY 1999-2000 education 
appropriations bill (Section 13)(Act 99-434, 1999 Regular Session),in the FY 2000-2001 
education appropriations bill (Section 15)(Act 200-594, 2000 Regular Session), in the 
FY 2001-2002 education appropriations bill (Section 18)(Act 2001-639, 2001 Regular 
Session),  in the FY 2002-2003 education appropriations bill (Section 17) (Act 2002-
296, 2002 Regular Session) and in the FY 2003-2004 education appropriations bill 
(Section 15, Act 2003-348).    Therefore, the Administrative Code has contained the 
identical budgeting requirement.  The expenditure necessary to pay for these pay raises 
thus represent a priority claim on Other Current Expense and a state mandate that the 
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Child Nutrition Program be subsidized by Foundation Funds.  The language of the 
administrative procedures for FY 2004-05 follows: 
 

All state-mandated and state-funded salary increases and fringe benefits 
for Child Nutrition Program workers shall be fully funded from the 
foundation program fund and therefore be subsequently fully funded by 
local school boards from OCE funds and not from funds generated by the 
Child Nutrition Program (Chapter 290-2-1-.01 (II)(d)). 
 
However, the legislature in making education appropriations for FY 2004-05 

changed the nature of this requirement:: 
 
Section 14.  All state-mandated and state-funded salary increases and 
fringe benefits for Child Nutrition Program Workers shall be fully-funded 
from the Foundation Program appropriation in this act, and shall therefore 
be subsequently fully-funded by all local boards of education from funds 
provided in this act from Other Current Expense and not from funds 
generated by the Child Nutrition Program unless the local school system’s 
Child Nutrition Program has in excess of a three-month operating reserve.  
Before any funds may be utilized by the local board of education to pay for 
a salary or fringe benefits, the State Department of Education Child 
Nutrition Program Administrator shall conduct an analysis of each local 
board of education’s Child Nutrition Program, and certify that the program 
meets the three-month balance as of the end of the previous fiscal year 
and shall therefore insure that the use of the funds in excess of a three-
month balance will not be detrimental to the local Child Nutrition Program. 
The State Department of Education shall certify to the State 
Superintendent of Education that funds utilized in excess of a three-month 
balance as of the end of the previous fiscal year are in excess of any 
funds contained in an approved corrective plan submitted by the local 
school system’s Child Nutrition Program for expenditures at each 
applicable school sites for facilities, equipment, personnel, and/or salary 
schedule adjustments.  It is the intent of the Legislature that no employee 
shall suffer a reduction of hours, benefits, compensation, or termination of 
employment and that no local Child Nutrition Program services shall be 
contracted out as a result of this section.  It is further the intent of the 
Legislature that the State Department of Education shall help to develop a 
plan to eliminate any financial deficiencies that may arise in a local Child 
Nutrition Program as a result of this section, and that disputes which may 
arise in a local Child Nutrition Program as a result of this section, and that 
disputes which may arise regarding corrective action plans are to be 
resolved by the State Department of Education consolidated monitoring 
teams.  Commencing in 2006, the State Department of Education shall 
give an annual report to the Legislature one month prior to the regular 
session of the Legislature on the impact of this section on the local Child 
Nutrition Programs (Act 2004-456, pp. 54-55). 
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Budgeting Requirements of the 1995 Education Accountability Act  
 
 In the 1995 Education Accountability Act, the following conditions were identified 
for a local board of education to participate in the 1995 Foundation Program. 
 
 (1) The teachers’ salary schedule of the local board of education must be at 

least ninety-five percent of the amount specified in the state salary matrix 
delineated by cell for type of degree and years of experience of each 
teacher.  This provision was amended in 1997 to phase in the amount from 
95% to 100%.  The requirement for 100% would be phased in over two years.  
For the fiscal year beginning October 1, 1997, each local boards' salary 
schedule must reflect at least 97.5% of the salary matrix by cell.  For the fiscal 
year beginning October 1, 1998, each local boards' salary schedule must 
reflect at least 100% of the salary matrix by cell.  It is at this point that the 
legislature declared the salary matrix to be the minimum state salary schedule 
in the pay raise bill for FY 1998-99 and for thereafter. 

 
  Of course, any local board is free to approve a salary schedule higher that the 

state salary matrix by cell.  In addition, teachers are to be paid for the highest 
level of certification held irrespective of whether they are teaching in field or 
not.  Finally, the effects of the state salary matrix by cell are applicable at the 
local level in the salary paid teachers at any time when a teacher advances to 
a new experience cell or to an advancement in certification. An additional 
provision was a continuing annual appropriation to be included in the 
Foundation Program for the fiscal year beginning October 1, 1998, as an 
additional allowance for instructional salaries and fringe benefits.  This 
allowance shall be over and above the amount calculated for instructional 
salaries in an amount not less than one percent or more than two percent of 
the total state cost of instructional salaries for the Foundation Program (Act 97-
238, 1997 Regular Session). 

 
 (2) All funds allocated to a local board for teacher salaries must be spent for 

salaries in the instructional program. 
 
 (3) The same provisions must apply to a vocational/technical education 

program. 
 
 (4) Each area vocational/technical center shall earn a principal (director) and 

shall continue to earn a counselor if it received a counselor in FY 1994-95.  
Any vocational/technical center serving more than one local school system 
should be funded pro rate by each participating local school system.   

 
 (5) As a result of hold harmless and federal requirements of maintenance of 

effort, no local board shall be permitted to spend fewer state dollars for 
vocational/technical education than in did during the 1994-95 school year 
(Code of Alabama 1975, Section 16-6B-8). 
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Detailed Budget Instructions for FY 2005 
 

The forms and instructions are annually available to be downloaded from the 
Alabama Department of Education website.  The following items were due on or before 
August 16, 2004 for the FY 2004-05 budget year 
 

1. Cover Page with original signature of the Superintendent 
2. Budget Exhibits (B-I-A through B-II-A) 
3. Schedule of millage rates. 
4. Salary schedules for FY2005 for all types and classifications of employees. 
5. Budget File Upload (file must “processed” and be free of critical errors)  
6. Completed copy of the Budget Desk Review to indicate that the budget has been 

completed and reviewed for accuracy in accordance with the desk review. 
7. CNP Verification and Certification 
8. Budget Submission Checklist indicating all components is included. 

 
The Alabama Department of Education budget approval process includes approval 

of federal funds and program applications.  Various federal program applications and 
required plans are submitted as due in order for the budget approval process to 
proceed.  An LEA budget will not be logged in until all components are received.  
Documents to be downloaded for use in budget development follow: 
 

1. Detailed budget instructions for FY 2005. 
2. Worksheet for use in calculating the CNP pass-through amount for FY 2005. 
3. Draft version of the Desk Review, which will be used by your team accountant 

during the budget approval process. Please be aware that this document is in 
draft form until final edits are established.  You will need to obtain updated 
versions as the due date draws near.  This review document should be used by 
your financial personnel to eliminate edits before submitting the budget. 

4. FY2005 State Minimum Salary Schedule. 
5. Schedule of Millage Rates FY2005. 
6. Budget cover sheet, which must have proper signatures and must be notarized.  

 
 Budget exhibits B-I-A and B-II-A are also provided, but these reports should be 
produced from your accounting software package.  If your system receives foundation 
funds generated by bed counts in state supported facilities, a report of those funds is 
included in this package.  Allocations for High Hopes and the Alabama Reading 
Initiative and other state/federal programs will be forwarded to you as soon as possible 
after they can be determined.  Federal formula grant allocations are posted on the state 
Department of Education website as they are available.  The following specific 
budgeting steps are to be observed: 

 
I.  Foundation Program 
 

A. State Revenues should be budgeted under the following codes: 
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Fund Code Revenue Fund Source  
 Foundation Program 11 1110  1110 
 School Nurses 11 1220 1220 
 Reading Initiative 11 1230 1230 
 Alabama High Hopes 11 1240 1240 
 Transportation-Operating Allocation 11 1310   1310 
  Fleet Renewal  11/13/14 1320   1320 
 Salaries – 1% per Act 97-238 11 1530   1110 
 Capital Purchase  11/13/14 2120  2120 
 At Risk  11 1410  1410 
 Special Schools for Special Ed. 11 1510  1510 
 State Preschool  11 1520  1520 
 Children First  11 1250  1250 
 Capital Purchase  11/13/14 2120   2120 
 At Risk  11 1410   1410 
 Special Schools for Special Ed. 11 1510  1510 
 State Preschool  11 1520   1520 
 

B. Budget Constraints 
 

1.  Teacher Salary schedules must be at least 100% of the State Minimum 
Salary Schedule.  For those employees with contracts over 182 days, it will 
be necessary to convert the salary to a daily rate and compare to the daily 
rate in the appropriate cell of the 182 day State Minimum Salary Schedule.   

 
2.  Instructional salaries for certificated personnel budgeted from the Foundation 

Program must be equal to or greater than salaries calculated in the 
Foundation Program allocation. 

 
3.  Budget for Career/Technical education in FY 2005 from State funds must be 

at least equal to expenditures of State funds for Career/Technical education 
in FY95.  This requirement may be met on the basis of total Career/Technical 
education expenditures per ADM in grades 7-12. 

 
4.  Classroom materials and supplies - budget at the rate of $525.00 per unit 

using Special Use Code 0001.  For collective purchases for schools, use 
Special Use Code 0011. 

 
5.  Technology - budget at the rate of $181.00 per unit using Special Use Code 

0003. 
 

6.  Library Enhancement - budget at the rate of $135.00 per unit using Special 
Use Code 0005.  

 
7.  Professional Development  -  budget at the rate of $60.00 per unit - Special 

Use Code 0004.  The Function Code 2215 should be used for expenditures 
from this allocation. 
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8.  Textbooks - budget at the rate of $57.50 per ADM using Special Use Code 
0002. 

 
C.  Current Units – Please be aware that the amount listed for current units is a 

projection of the allocation and the actual current unit funds earned could be 
significantly different, depending on actual ADM growth. If is recommended that 
projected current unit funds not be included in the original budget submission, but 
added in an amendment after the actual earned allocation is known. 

 
D.  Instructions for calculating Child Nutrition Program salaries and fringe benefit 

cost to be funded from the Foundation Program.    Download the “CNP Pass-
Through Calculation Worksheet” and follow the instructions provided.  Questions 
should be referred to Mr. Perry Fulton or Mr. Craig Hodge at (334) 242-1988.   

 
Note:  This spreadsheet along with associated instructions follows as Appendix 
18-1. 

 
 E. At-Risk – The At-Risk funds are to be budgeted in accordance with the LEA’s At-

Risk plan.  No funds will be disbursed for At-Risk until the At-Risk plan has been 
approved by the appropriate SDE staff. 

 
 II. Federal Programs 
 
 The annual budget approval will include a review of the budget detail to assure 

compliance with Federal regulations and that expenditures budgeted are in 
accordance with the program applications submitted: i.e. staff to be paid, proposed 
equipment acquisitions, activities to be provided.  It is imperative that the 
applications are submitted on time (on or before July 15, 2004) in order to prevent 
delays in budget processing. 

 
A.  The revenues and expenditures included in the system-wide budget must agree 

with the total budgeted amount from each source of funds on the signed pages of 
the applications. 

 
B.  Budget constraints for the various federal programs are listed in the individual 

program application instructions. Program and finance personnel must maintain a 
copy of the program applications and instructions. 

 
C. Budget must reflect compliance with maintenance of fiscal effort, non-supplanting, 

and matching requirements for federal programs. Appropriate program and 
special use codes must be used to budget expenditures so that compliance may 
be determined. 

 
D.  Federal allocations received through the competitive (RFP) process should be 

included in the budget as soon as allocations are received.  Carryover funds from 
FY 04 (where allowed) may not be budgeted unless either (1) the funds were 
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shown as "anticipated carryover on the latest FY 04 amendment or (2) the GPFS 
is approved to establish actual carryover. 

 
E.  Costs associated with meeting the requirements for Highly Qualified Teachers should be budgeted 

and reported using new Special Use code 0056.  Most of these expenses will also have a function 

code of 2215 to indicate professional development costs. 

 
F. Costs associated with meeting the requirements for Highly Qualified 

Paraprofessionals should be budgeted and reported using new Special Use 
code 0057.  Most of these expenses will also have a function code of 2215 
to indicate professional development costs 

 
III. General Budget Reminders 
 

A.  All amounts in the budget must be reflected in whole dollars. 
 
B.  “Correction” files must be accompanied by a new budget summary page. 
 
C. Reviewing and following the FY 2005 desk review when preparing the budget 

should minimize corrections needed for budget approval.  If your accounting 
software provides the ability to run budget edits before submitting your file, you 
should use this tool.  Budget files that contain “critical errors” will not be accepted 
into the SDE database and will not be considered as submitted.  You must make 
every effort to submit accurate budget data by the August 16, 2004 deadline.  
Valid codes and code combinations must be used. 

 
D. Valid codes and code combinations must be used. Note: If you need additional 

levels of detail that are not provided for, you may use a code that is not listed, but 
ONLY if you set the “roll up” to go to a valid code when magnetic media is 
submitted to the SDE. 

 
E.  Salaries and benefits must be budgeted from the same source of funds.   
 
F. All Local School budgets must be included in System-wide budget. 

Appendices Which Follow 

Budgeting the 1995 Foundation Program – Earmarked Revenues 

Appendix 18-1   Instructions for CNP Transfer from OCE 
Appendix 18-2  FY 2005 Foundation Program State Totals  
Appendix 18-3    FY 2005 Foundation Program LEA Allocation Report 
Appendix 18-4   FY 2005 LEA Unit Breakdown 
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Appendix 18-1 

Instructions for CNP Transfer from OCE 

 

Fiscal Sys Year ID Employee Job Position or Total FY 05 No. of FTE's Fund Total FY 05 FY 05
Year No. Position (SDE) Social Object Object Code Annual Contract Source Raises Annual Raise

  Created Security # Code Description Salary Days   Salary n/a

2004-2005 4057 117 Director/Asst. Director $0.00 0.1250% 240 5101 $0.00 $0.00 $0.00
2004-2005 5626 141 Secretary $0.00 222 5101 $0.00 $0.00 $0.00
2004-2005 5626 141 Secretary $0.00 222 5101 $0.00 $0.00 $0.00
2004-2005 5626 141 Secretary $0.00 222 5101 $0.00 $0.00 $0.00
2004-2005 5626 141 Secretary $0.00 222 5101 $0.00 $0.00 $0.00
2004-2005 5626 141 Secretary $0.00 222 5101 $0.00 $0.00 $0.00
2004-2005 5626 141 Secretary $0.00 222 5101 $0.00 $0.00 $0.00
2004-2005 5626 141 Secretary $0.00 222 5101 $0.00 $0.00 $0.00
2004-2005 5626 141 Secretary $0.00 222 5101 $0.00 $0.00 $0.00
2004-2005 5626 141 Secretary $0.00 222 5101 $0.00 $0.00 $0.00
2004-2005 5626 141 Secretary $0.00 222 5101 $0.00 $0.00 $0.00
2004-2005 5626 141 Secretary $0.00 222 5101 $0.00 $0.00 $0.00
2004-2005 5626 141 Secretary $0.00 222 5101 $0.00 $0.00 $0.00
2004-2005 5626 141 Secretary $0.00 222 5101 $0.00 $0.00 $0.00
2004-2005 5626 141 Secretary $0.00 222 5101 $0.00 $0.00 $0.00
2004-2005 5626 141 Secretary $0.00 222 5101 $0.00 $0.00 $0.00
2004-2005 5626 141 Secretary $0.00 222 5101 $0.00 $0.00 $0.00
2004-2005 5626 141 Secretary $0.00 222 5101 $0.00 $0.00 $0.00
2004-2005 7228 141 Secretary $0.00 222 5101 $0.00 $0.00 $0.00
2004-2005 7928 141 Secretary $0.00 222 5101 $0.00 $0.00 $0.00
2004-2005 1937 146 Cashier $0.00 182 5101 $0.00 $0.00 $0.00
2004-2005 6075 146 Cashier $0.00 182 5101 $0.00 $0.00 $0.00
2004-2005 1484 115 Manager $0.00 182 5101 $0.00 $0.00 $0.00
2004-2005 1528 115 Manager $0.00 182 5101 $0.00 $0.00 $0.00
2004-2005 2608 172 Cook/Baker $0.00 182 5101 $0.00 $0.00 $0.00
2004-2005 2743 172 Cook/Baker $0.00 184 5101 $0.00 $0.00 $0.00
2004-2005 2895 172 Cook/Baker $0.00 182 5101 $0.00 $0.00 $0.00
2004-2005 3118 172 Cook/Baker $0.00 182 5101 $0.00 $0.00 $0.00
2004-2005 4064 172 Cook/Baker $0.00 182 5101 $0.00 $0.00 $0.00
2004-2005 4298 172 Cook/Baker $0.00 184 5101 $0.00 $0.00 $0.00
2004-2005 4761 172 Cook/Baker $0.00 182 5101 $0.00 $0.00 $0.00
2004-2005 4761 172 Cook/Baker $0.00 182 5101 $0.00 $0.00 $0.00
2004-2005 4761 172 Cook/Baker $0.00 182 5101 $0.00 $0.00 $0.00
2004-2005 4761 172 Cook/Baker $0.00 182 5101 $0.00 $0.00 $0.00
2004-2005 4761 172 Cook/Baker $0.00 182 5101 $0.00 $0.00 $0.00
2004-2005 4761 172 Cook/Baker $0.00 182 5101 $0.00 $0.00 $0.00
2004-2005 4761 172 Cook/Baker $0.00 182 5101 $0.00 $0.00 $0.00
2004-2005 4761 172 Cook/Baker $0.00 182 5101 $0.00 $0.00 $0.00
2004-2005 4761 172 Cook/Baker $0.00 182 5101 $0.00 $0.00 $0.00
2004-2005 4761 172 Cook/Baker $0.00 182 5101 $0.00 $0.00 $0.00
2004-2005 4761 172 Cook/Baker $0.00 182 5101 $0.00 $0.00 $0.00
2004-2005 4761 172 Cook/Baker $0.00 182 5101 $0.00 $0.00 $0.00
2004-2005 4761 172 Cook/Baker $0.00 182 5101 $0.00 $0.00 $0.00
2004-2005 4761 172 Cook/Baker $0.00 182 5101 $0.00 $0.00 $0.00
2004-2005 4761 172 Cook/Baker $0.00 182 5101 $0.00 $0.00 $0.00
2004-2005 4761 172 Cook/Baker $0.00 182 5101 $0.00 $0.00 $0.00
2004-2005 4761 172 Cook/Baker $0.00 182 5101 $0.00 $0.00 $0.00
2004-2005 4761 172 Cook/Baker $0.00 182 5101 $0.00 $0.00 $0.00
2004-2005 4761 172 Cook/Baker $0.00 182 5101 $0.00 $0.00 $0.00
2004-2005 4761 172 Cook/Baker $0.00 182 5101 $0.00 $0.00 $0.00
2004-2005 4761 172 Cook/Baker $0.00 182 5101 $0.00 $0.00 $0.00
2004-2005 4761 172 Cook/Baker $0.00 182 5101 $0.00 $0.00 $0.00
2004-2005 4761 172 Cook/Baker $0.00 182 5101 $0.00 $0.00 $0.00
2004-2005 4761 172 Cook/Baker $0.00 182 5101 $0.00 $0.00 $0.00
2004-2005 4761 172 Cook/Baker $0.00 182 5101 $0.00 $0.00 $0.00
2004-2005 4761 172 Cook/Baker $0.00 182 5101 $0.00 $0.00 $0.00
2004-2005 4761 172 Cook/Baker $0.00 182 5101 $0.00 $0.00 $0.00
2004-2005 4761 172 Cook/Baker $0.00 182 5101 $0.00 $0.00 $0.00
2004-2005 4761 172 Cook/Baker $0.00 182 5101 $0.00 $0.00 $0.00
2004-2005 4761 172 Cook/Baker $0.00 182 5101 $0.00 $0.00 $0.00
2004-2005 4761 172 Cook/Baker $0.00 182 5101 $0.00 $0.00 $0.00
2004-2005 5407 172 Cook/Baker $0.00 182 5101 $0.00 $0.00 $0.00
2004-2005 6513 172 Cook/Baker $0.00 182 5101 $0.00 $0.00 $0.00
2004-2005 7446 172 Cook/Baker $0.00 182 5101 $0.00 $0.00 $0.00

$0.00 $0.00  0.00  $0.00 $0.00 $0.00

TOTAL PASS THRU $0.00

Fringe Benefits     
FY 05

Unemployment 
Compensation 

Rate

 

    
  494        
     



Alabama Public School Finance Reference 
Budgeting - Foundation Program and Earmarking  
 
                          

Appendix 18-1 (continued) 

Instructions for CNP Transfer from OCE 

Instructions for Completing the Worksheet for Calculation of State-Mandated Raises for CNP staff.

1. The worksheet was prepared by inserting the staff data from the FY03 LEAPS report submitted by each system.
The worksheet obtained the Fiscal Year, System No., Employee Social Security #, Object Code, Description,
Total Annual FY 05 Salary, No. of Contract Days and FTE's directly from the LEAPS report data.  

2. The formula is based upon the concept of taking the FY 05 Annual Salary amount and working backward to 1993.
Once the FY 05 Salary and No. of Contract Days are entered on the worksheet, the formula will calculate
the total amount of mandated raises for each position.

3. The formulas start in the column titled FY05 Raise n/a.  

4. You are NOT required to include any part-time staff.  If a position/staff member works LESS THAN 20 HOURS PER
WEEK, YOU MAY DELETE THAT POSITION IN THE CALCULATIONS.

5. For each year back to 1993, if you added a new position (not just replaced someone who quit or retired)
you should start the calculations in the year the new position was created and started.  Under
the column "Year Position Created" , enter the year.  Then go to the column that reflects the actual
year of creation. 
This procedure enables the raise calculation to
only include the raises in the years AFTER the position was created.  UNLESS YOUR SYSTEM HAS
ADDED A NEW POSITION THAT CAUSES YOUR TOTAL FTE'S TO INCREASE FROM ONE YEAR
TO THE NEXT, YOU DO NOT MAKE THIS TYPE OF ADJUSTMENT FOR A PARTICULAR POSITION.
There is always turnover in support staff and this adjustment should not be made for those situations. 

6. 

7. 

8. You should make copies of this worksheet and save it electronically as well as print a hard 
file copy to ensure that you can document changes to the calculations.

9. In future years, SDE will assist in adding any new years with raises or the system can add
the formula themselves.

10. Maintain this documentation as your support of complying with the State-mandated raises
for audit purposes and for budget planning purposes.

For questions regarding this worksheet, you may contact any of the following:
Mr. Perry Fulton 334-242-1988 or Mr. Craig Hodge 334-242-8225

To calculate the Fringe Benefits for Pass Thru, please enter the correct percentage for Unemployment Compensation for 
your county.  All other rates for FY 05 are included in the formula.  If no rate is entered, no uneployment will be computed.

For replacements and/or changes in the actual individuals who are in a job position, simply change the social 
security number of the individual in a position and the FY 05 salary if it is different from the FY 05 salary that was 
originally in the LEAPS report.  (For example, a worker retires at perhaps a higher salary and the position is filled 
by a person starting at a lower salary.)
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Appendix 18-2 

FY 2005 Foundation Program State Totals 

STATE TOTALS FY 2005 FY 2004 Change
732,461.91          731,501.56       960.35            

Foundation Program Units
    Teachers 41,829.82            41,769.61         60.21              
    Principals 1,279.50              1,276.50           3.00                
    Assistant Principals 630.50                 562.50              68.00              
    Counselors 1,258.00              1,253.00           5.00                
    Librarians 1,569.00              1,548.00           21.00              
    Voc. Ed. Directors 73.00                   73.00                -                  
    Voc. Ed. Counselors 54.29                   54.29                -                  
Total Units 46,694.11            46,536.90         157.21            
 
Foundation Program (State and Local Funds)

Salaries 1,782,621,673     1,763,294,214  19,327,459      
Fringe Benefits 602,029,196        531,663,876     70,365,320      
Other Current Expense ($12,430/unit) 580,421,191        ($11,507/unit) 535,508,117     44,913,074      
Classroom Instructional Support -                      

Teacher Materials and S ($525/unit) 24,514,406          ($584/unit) 27,177,538       (2,663,132)      
Technology ($181/unit) 8,451,655            ($0/unit) -                       8,451,655       
Library Enhancement ($135/unit) 6,303,725            ($0/unit) -                       6,303,725       
Professional Developme ($60/unit) 2,801,667            ($0/unit) -                       2,801,667       
Textbooks ($57.50/ADM) 42,116,586          ($7.19/ADM) 5,259,493         36,857,093      

Total Foundation Program 3,049,260,099     2,862,903,238  186,356,861    

State Funds - Local Boards of Education
Foundation Program - ETF 2,697,730,579     2,528,897,088  168,833,491    
Salaries - 1% per Act 97-238 17,826,220          17,632,960       193,260          
Current Units ($64,401/unit)* 16,632,848          $61,406/unit) 15,859,327       773,521          
Board of Adjustment Awards 562,800               562,800            -                      
Transportation   

Operating Allocation 199,929,446        175,920,846     24,008,600      
Fleet Renewal ($4,890/bus) 31,085,730          ($4,243/bus) 27,061,854       4,023,876       

School Nurses Program 5,656,665            5,656,665         -                      
At Risk 30,078,405          28,169,312       1,909,093       

Subtotal ETF 2,999,502,693     2,799,760,852  
Capital Purchase  140,000,000        110,000,000     30,000,000      
Debt Service 532,864               532,864            

Subtotal PSF 140,532,864 110,532,864
Total State Funds 3,140,035,557     2,910,293,716  229,741,841    

Local Funds
 Foundation Program (10.00 Mills) 351,529,520        (10.00 Mills) 334,006,150     17,523,370      

Capital Purchase (1.02738 Mills) 36,115,722          (0.785285 Mills) 26,170,338       9,945,384       
Total Local Funds 387,645,242        360,176,488     27,468,754      

11 months 248,891,495 232,123,580 16,767,915
12th month 248,892,253 232,124,349 16,767,904

*Not included in monthly allocation of funds.
NOTES - Due to rounding, some line items may not calculate to exact dollar amount shown.

   Program Run Date: 05/07/2004

Monthly Allocation = (Foundation Program - ETF, School Nurse, High Hopes, FP Supplemental, 1% Salaries, Transportation, At-Risk, and Preschool)

STATE TOTALS - Final

State Department of Education
FY 2005 Foundation Program

Total ADM
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Appendix 18-3 
FY 2005 Foundation Program LEA Allocation Report 

 

Grade K 13.8                Teacher Materials & Supplies $525.00
Grade 1 13.8                Technology $181.00
Grade 2 13.8                Library Enhancement $135.00
Grade 3 13.8                Professional Development $60.00
Grade 4 22.0                Textbooks $57.50
Grade 5 22.0                
Grade 6 22.0                
Grade 7 21.0                
Grade 8 21.0                Fleet Renewal $4,890.00
Grade 9 18.0                Inflation Factor as % 0.00%
Grade 10 18.0                Transportation Adjustment 1 0
Grade 11 18.0                Transportation Adjustment 2 0
Grade 12 18.0                Transportation Adjustment 3 0

 

PEEHIP $583.00
TRS 7.0300%
FICA 6.2000% Foundation Program # Mills 10.000000
Medicare 1.4500% Capital Purchase # Mills 1.027380
Unemployment Comp. 0.1250%
Sick Days 5                     
Personal Days 2                     Other
Leave Rate $35.00 Cost Per Current Unit $64,401

Current Unit Appropriations 16,632,848$   
Other Current Expense Number of Current Units 258.27

OCE per unit $12,430 Elementary Principal Extension 0.22
OCE Base Amount $535,508,117 Other Principal Extension 0.33
OCE Adjustment 1 $11,000,000 Number Contract Days 182
OCE Adjustment 2 $0 Pay Raise Percent 0.00%

Local Match

Salaries and Fringes

Grade Divisors

FY 2005 Foundation Program
Variable Parameters

Instructional Support

Transportation
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Appendix 18-4 

 FY 2005 LEA Unit Breakdown 

Autauga County
Assistant Library/ Additional VocEd VocEd

Teacher Principal Principal Counselor Media Units Principal Counselor Total
School Name Type ADM Units Units Units Units Units (See Note) Units Units Units

Autauga County Board of Ed. C 12.00 0.66 0.00 0.00 0.00 0.00 0.00 1.00 1.00 2.66

Autaugaville School U 436.23 24.96 1.00 0.00 0.50 1.00 0.00 0.00 0.00 27.46

Billingsley High School U 787.55 44.87 1.00 1.00 1.50 1.50 0.00 0.00 0.00 49.87

Marbury School S 470.15 24.71 1.00 0.50 0.50 1.00 0.00 0.00 0.00 27.71

Pine Level Elementary School E 956.30 58.53 1.00 1.00 1.50 1.50 0.00 0.00 0.00 63.53

Prattville Elementary School E 667.98 39.34 1.00 0.50 1.00 1.50 0.00 0.00 0.00 43.34

Daniel Pratt Elementary School E 1,053.55 61.81 1.00 1.00 2.00 1.50 0.00 0.00 0.00 67.31

Prattville Intermediate School M 661.70 30.07 1.00 1.00 1.00 1.50 0.00 0.00 0.00 34.57

Prattville Junior High School M 1,108.63 52.79 1.00 1.50 2.50 1.50 0.00 0.00 0.00 59.29

Prattville Kindergarten School E 397.45 28.80 1.00 0.00 0.50 1.00 0.00 0.00 0.00 31.30

Prattville High School S 1,963.68 109.09 1.00 1.50 2.50 2.00 2.00 0.00 0.00 118.09

Prattville Primary School E 567.30 41.11 1.00 0.00 1.00 1.25 0.00 0.00 0.00 44.36

Totals  9,082.52 516.74 11.00 8.00 14.50 15.25 2.00 1.00 1.00 569.49

NOTE:  For secondary school types only, an additional unit is earned for each 250 students above 1249
            This unit may be used in the Assistant Principal, Counselor, or Library Media area as best meets the needs of the school.

State Department of Education
Foundation Program

FY 2005 LEA Unit Breakdown
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19.  Budgeting Classroom Instructional Support Allocations 
 
  The 1995 Education Accountability Act declared that teachers could not be held 
accountable for classroom learning unless they had the authority to use resources 
provided to them by legislative appropriations.  This Act cited legislation passed by the 
legislature in 1994 as a response to Judge Reese’s ruling on Liability (Section 16-36-
29.1, Code of Alabama 1975). This Act required that all students in the public schools 
be provided with adequate and current textbooks and other necessary instructional 
supplies as appropriate for their coursework.  Every student should have a copy of the 
assigned textbooks which he or she shall be permitted to take home.  Such assigned 
books may be no older than seven years.  In other words, this was a statutory mandate 
for the Legislature to adequately fund not only textbooks, but instructional supplies. 
 
 Instructional supplies included library books and media resources, science 
equipment, classroom furniture, audiovisual equipment, maps and globes, blackboards, 
art and music supplies, and other educational materials that were required to be 
adequately provided in form and quantity in all schools.  The State Superintendent of 
Education was empowered to determine adequacy for each grade level.  Furthermore, 
the Act ruled that it should not be necessary for teachers to make personal expenditures 
to provide for classroom materials. 
 
 That Act provided as follows for the allocation and expenditure of classroom 
instructional supplies in accordance with Section 16-36-29.1: 

 
(1) the adoption of a budget for the expenditure of classroom instructional 

supplies by a secret ballot; 
(2) the notification of the State Department of Education by each local 

superintendent by notarized affidavit certifying that funds appropriated for 
classroom instructional supplies has been expended in full amount by 
classroom teachers.   

(3) the affidavit shall be subject to audit by the Examiners of Public Accounts. 
(4) any funds not so properly expended shall revert to the credit of the 

Education Trust Fund. 
(5) in the event of proration, each local school system shall expend at least 

80% of its allocation for instructional supplies as appropriated.   
(6) purchases from the instructional supply funds may be made in bulk pursuant 

to the competitive bid law or allocated to individual teachers to expend with 
appropriate financial safeguards. 

(7) the method shall be determined at the beginning of the first term of the 
school year, by each local school board with input from the local 
organization representing the majority of employees statewide. 

(8) input by the local organization shall be made in writing where feasible. 
 (9) no restriction shall prohibit the ordering of classroom instructional supplies 

after December 1 of any school year (Code of Alabama 1975, Section 16-
36-29.1) 
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 A further reference is made to require compliance with Section 16-1-30 which 
refers to written educational policy by local boards of education.  Such policy shall 
prescribe rules and regulations for the conduct and management of the local schools.  It 
is a requirement that consultation be made with the applicable local employees’ 
professional organization and that such organization’s input be made to the local 
superintendent in writing.  Such written policies rules, and regulations so established 
shall be available to all persons affected in writing.  Any amendments must be 
accomplished in the same manner and distributed within 20 days after adoption (Code 
of Alabama 1975, Section 16-1-30). 
 
 Classroom instructional support was defined in 1995 as those funds appropriated 
for instructional supplies, library enhancement, textbooks, technology, and professional 
development.  Should a local principal or the teachers not have been granted the 
opportunity to participate in the development of their school’s budget or are restrained in 
the expenditure of those funds, they may petition the State Superintendent of Education 
for relief.  The following conditions applied to the budgeting process of each local board 
of education: 

 
(1) Classroom instructional materials and supplies must be budgeted for 

all teachers at the rate appropriated for teacher unit by the 
Legislature in the Foundation Program.   

(2) Textbooks funds must be budgeted for all students based on the rate 
appropriated per student by the Legislature in the Foundation 
Program. 

(3) Technology funds must be budgeted for all teachers based on their 
rate appropriated per teacher unit by the Legislature in the 
Foundation Program. 

(4) Professional development funds must be budgeted for all teachers 
based on the rate appropriated per teacher unit by the Legislature in 
the Foundation Program. 

(5) Library enhancement funds must be budgeted for all teachers based 
on the rate appropriated per teacher unit by the Legislature in the 
Foundation Program. The library enhancement appropriation shall be 
for K-12 Public School Library/Media Centers and is an absolute 
appropriation.  Expenditures may include books, book binding, 
repair, CD Roms, computer software, computer equipment, 
cataloguing, audio-visual materials, newspapers, magazines, 
recordings, and video tapes. 

(6) In addition to classroom instructional support, leave (sick and 
personal) must be budgeted for all teachers based on the number of 
days and the rate per day used by the Legislature in calculating the 
cost in the Foundation Program. 
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 The same general conditions applied for vocational/technical education centers, 
with the exception that funds for textbooks and technology are the only items of 
appropriation to be considered for a waiver.  The Act further provided that the principal 
of a local school could, in consultation with the teacher(s) so affected, request a waiver 
from items (2) through (5) from the local superintendent of education.  If approved, the 
local superintendent must present the waiver request to the State Superintendent of 
Education.  It not rejected by the State Superintendent of Education within 30 days of its 
receipt, it is considered to be approved (Code of Alabama 1975, Section 16-6B-10). 
 
Budgeting Classroom Materials and Supplies Further Defined, 1997 
 
 The legislature amended the provisions previously stated for budgeting 
classroom materials and supplies in 1997 (Acts of Alabama, 1997 First Special 
Session). The purpose of the amendment was to amplify upon the provisions for 
budgeting materials and supplies as provided in Sections 16-13-231 and 16-6B-10.  
This Act provided (Code of Alabama 1975, Section 16-1-8.1)(this section was originally 
entitled Section 16-1-8 but was retitled to avoid confusion with a former although 
repealed Section 16-1-8) the following requirements for budgeting classroom 
instructional materials and supplies: 
 

(1)  Budget Committee.  Each school must have a local school budget 
committee to consist of four teachers and the school’s principal or designee.  The 
teachers are to be elected by secret ballot by majority of the teachers voting at 
each school.  A chairperson shall be elected by the budget committee.  In 
addition a secretary shall be elected who have keep minutes of each meeting.  
The budget committee shall develop a common budget and a budget for 
individual teachers. 
 
(2)  Approval by Teachers.  The proposed budget developed by the budget 
committee for materials and supplies shall be submitted to the teachers of the 
school at an annual meeting.  Said budget must be approved by the majority vote 
of the teachers during a secret ballot to be implemented.  Failure to approve the 
proposed budget requires that the budget committee submit a new proposal until 
final approval is voted.  Approval of a budget shall be reported to the local 
superintendent on uniform forms provided by the State Department of Education. 
 
(3)  Duties of Local Superintendent.  The local superintendent must then 
submit a notarized affidavit to the State Superintendent of Education, certifying 
that all funds allocated for materials and supplies have been properly spent and 
that all legal requirements have been met.  The affidavit must certify the amount 
of monies expended at each school delineated by collective amounts and 
individual teacher amounts.  Each teacher must be able to order and receive in 
the current school year the appropriate allocation of materials and supplies. 
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(4)  Timelines.  All funds for teachers for materials and supplies must be made 
available prior to December 1 of the current school year.  However, each teacher 
may place orders from the allocation at any time during the current school year. 
 
(5)  Permissible Expenditures.  The monies so allocated for materials and 
supplies shall be expended for classroom instructional purposes only.  These 
must be used only by the teacher or the teacher’s students.  Expenditures on 
instructional equipment and electrical equipment which is actually utilized by the 
teacher’s students is a permissible expenditure. 
 
(6)  Competitive Bids and Vouchers.  Each local board of education may 
purchase materials and supplies in bulk in compliance with the state competitive 
bid law.  In addition, each school or teacher may purchase materials and 
supplies, instructional equipment, and electrical equipment for classroom use by 
voucher provided that no one item exceed the sum of $7,500.  Each local board 
of education is responsible for proper accounting procedures and safeguards to 
implement the voucher system. 
 
(7)  Policies and Procedures.  Each local board of education is required to 
develop local policies and procedures to insure that each local teacher receives 
the full and proper allocation for materials and supplies.  This is done in a timely 
manner after a budget is approved.  Such policies and procedures must be 
established prior to the beginning of the school year by each local board with 
recommendations from the organization representing the majority of employees 
as provided for in Section 16-1-30.  This Section refers to the development of 
written educational policies, rules and regulations by local boards of education 
and defines professional organization as “The employees’ local professional 
organization whose parent organization represents the majority of school 
employees statewide (Code of Alabama 1975, Section 16-1-30)”. 
 
(8)  Unspent Funds.  Any funds appropriated by the Legislature for materials 
and supplies but not expended in accordance with the provisions of this section 
shall, at the end of each fiscal year, revert to the Education Trust Fund. 
 
(9)  Proration.  In the event that proration of the Education Trust Fund is 
declared by the Governor, each local board of education shall insure that at least 
80 percent of its allocation per teacher for materials and supplies shall be 
expended in accordance with the provisions of this section.  No portion of these 
funds can be withheld by the local board of education until and unless the 
Governor officially declares proration. 
 
(10)  Transfer with Teacher Disallowed.  The funds earned for a teacher unit at 
a specific school may not be transferred with the teacher should the teacher be 
transferred to another school. 
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(11)  Examiners of Public Accounts.  All expenditures for materials and 
supplies and the documentation to support these expenditures by each local 
board of education, whether city or county, shall be subject to audit by the 
Examiners of Public Accounts. 
 
(12)  Collateral References.  The term “instructional supplies” as used in 
Section 16-6B-10 shall be construed to be the same as “materials and supplies”  
(Code of Alabama 1975, Section 16-1-8.1). 
 

Mandated Textbooks and Instructional Supplies Repealed, 1998 
 

 The Legislation described above which was approved by the Legislature in 1994 
as a reaction to the Liability Order by Judge Gene Reese created a strong declaration of 
its intent to appropriate adequate funds for the timely purchase and replacement of 
textbooks and other classroom instructional supplies and materials.  This provision 
survived the changes in education finance approved by the 1995 Legislature.  However, 
the Legislature in 1998 repealed (Act 98-320) these strong statements and replaced 
them with a watered-down version: 
 

 (a) The Legislature finds that textbooks and other instructional 
materials are among the basic tools of learning that must exist if Alabama 
students are to succeed. 
 (b) All students in the public schools shall be provided with adequate 
and current textbooks and other necessary instructional supplies for use in 
their education. Textbooks and other supporting materials shall be 
appropriate for their course work and shall be in suitable condition. Where 
textbooks are issued pursuant to Section 16-36-69, every student shall 
have his or her own copy of the issued textbook of the correct edition, 
which he or she shall be permitted to take home each day for home study 
for the entire school year or for the portion of the year when the book is 
issued. 
 (c) It is the intent of the Legislature that it is the student's responsibility, 
as well as the student's parent or guardian, to care for the textbooks and 
instructional supplies provided by the state in a manner so that the 
materials are not damaged to the point of being unusable. 
(d) The State Department of Education has a continuing obligation to 
provide systems and schools with information about textbooks and other 
instructional materials, including computer software and technology-
related materials. The State Textbook Committee shall ensure that 
textbooks recommended to the State Board of Education for approval 
support the appropriate course or courses of study. 
 (e) Instructional supplies, including library books and media resources, 
science equipment, classroom furniture, audiovisual equipment, maps and 
globes, chalkboards, art and music supplies, and other educational 
materials shall be provided in all schools in adequate form and quantity. It 
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shall not be necessary for teachers to make personal expenditures to 
provide the materials described in this section (Code of Alabama 1975, 
Section 16-36-70).   

 
Budgeting Classroom Instructional Support:  Professional Development and 
Instructional Technology, 1999 
 
 The Legislature amended Section 16-1-8.1 in 1999 (Act 99-389) to further define 
just what materials and supplies or instructional supplies should mean: 
 

 (a) For purposes of this section, classroom instructional support means 
all components of classroom instructional support as provided in the 
Foundation Program, with the exception of textbooks funds as specified in 
Sections 16-6B-10 and 16-13-231, including, but not limited to, library 
enhancement, classroom materials and supplies, professional 
development, technology and other classroom instructional support 
approved by the State Board of Education 
 
  All funds allocated to the Foundation Program for library 
enhancement, technology, and professional development shall be spent 
only for the purpose for which they were allocated.  Media specialists shall 
be consulted in budgeting all library enhancement funds (Code of 
Alabama 1975, Section 16-1-8.1). 

 
Under this amendment, funds for professional development and technology are 
assigned to the Budget Committee for the development of a spending plan.  Formerly, 
only classroom instruction supply funds came under this budgeting requirement.  These 
funds were formerly budgeted and expended at the school system level.  Under this Act, 
this expenditure is at the school level and consistent with the latest plan for professional 
development and technology developed at the local school level by the principal and 
faculty and submitted by the local board of education to the State Superintendent of 
Education as required by Section 16-13-231(b)(1)e.   
 
Budgeting Classroom Instructional Support Amended, 2005 
 
 The use of teacher material and supplies monies for common purchases in local 
schools such as for copiers and copier paper had long rankled teachers and their 
representatives.  However, the reality facing local buildings was that there simply were 
no other funds identified for the purposes of common purchases.  In 2005, the 
Legislature amended § 16-1-8.1 so as to rename classroom student materials and 
supplies to student materials and to statutorily introduce a new category entitled 
common purchases.  The new list of statutory allocations is as follows: 
 

1. library enhancement; 
2. student materials; 
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3. professional development; 
4. technology; and 
5. common purchases 
 

To further declare the intent of the Legislature that Student Materials were to be under 
the control of teachers only, the following language was added: 
 

Any funds allocated by the Legislature for student materials shall be given 
directly to each teacher as specified in the allocation for use directly in his 
or her classroom as determined exclusively by the teacher (Acts of 
Alabama, No. 2005-198). 
 

This Act further provided that funds provided by the Legislature for common purchases 
should be expended in accordance with the decision of the budget committees: 
 

Funds provided per school for common purchases shall be expended 
according to the decisions of the local school budget committee (Acts of 
Alabama, No. 2005-198). 

 
 Once more, however, the Legislature statutorily declared a phase-in period for 
the full implementation of this new category of classroom instructional support: 
 

 (13)  Any other provisions of this section to the contrary 
notwithstanding, the budget committee of a school may proposed the 
expenditure of up to one hundred dollars ($100) from the student materials 
allotment to supplement the common purchases funding appropriated by 
the Legislature, subject to the approval of the teachers as provided in 
subdivision (2).  When the first annual Education Budget Act after the 
effective date of this amendatory act appropriates the minimum sum of 
two hundred dollars ($200) per Foundation Program unit for common 
purchases, this subdivision becomes inoperative and may not be utilized 
in subsequent fiscal years (Acts of Alabama, No. 2005-198). 
 

In the annual education budget act for FY 2005-06, the Legislature provided $100.00 pr 
teacher unit for common purchases (Acts of Alabama, No 2005-173).  Until this amount 
is increased to $200.00, each fiscal year a local board of education (principals) may 
request each local budget committee to approve up to $100.00 for common purchases 
from the Student Materials allocations.  The budget committee may approve this 
request of it may deny this request.  In addition, according to paragraph 13 above, one 
the Legislature does appropriate the $200.00 for teacher unit for Common Purchases, 
the prohibition against expending any Student Materials allocations for Common 
Purchases is permanent, and would be so even if any subsequent legislature 
appropriated less than $200 per teacher Unit as the amount does not exist in separate 
statute and is left annually to the discretion of the Legislature 
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Procedures for Budgeting Classroom Instructional Support 
 

All components of classroom instructional support as specified in the Foundation 
Program with the exception of textbooks will be subject to the school level allocation 
and purchasing process currently specified for classroom materials and supplies.  The 
State Department of Education, in order to assist in compliance with this law, provides 
forms to be used in developing these budgets at the school level.  A copy of each form 
follows.  The budget amounts on these forms are based on the current legislation.  The 
Unit Breakdown Report for each local school system is used to calculate the allocations 
for each school based on the following amounts as currently appropriated in Act 2004-
456.  These allocations are to be calculated based on total units earned, including 
Teachers, Principals, Assistant Principals, Counselors, Librarians, Vocational Education 
Directors, and Vocational Education Counselors. 

 
The following rates are appropriated by FY 2006: 

 
Teacher Materials and Supplies  $525/unit 
Technology     $181/unit 
Library Enhancement   $135/unit 
Professional Development   $  60/unit 
Common Purchases   $100/Unit 
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Figure 19-1 
 

▼ ▼ ▼ ▼ ▼
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▼
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Flowchart of Budgeting  Classroom Instructional Support Allocations

Teacher is 
allowed to 
order from 
allocation any 
time during the 
applicable 
fiscal year.

Funds provided 
for common 
purchases must 
be expended in 
accordance with 
decision of budget 
committee. 

Permissible 
Expenditures► ► ► ►Budget Committee Approval by Teachers Duties of 

Superintendent Timelines

Monies allocated 
for classroom 
instructional 
support must be 
spent for that 
purpose only.

Committee consists of 
four teachers elected by 
secret ballot and 
principal or designee.

Each school must have 
a budget committee 
which proposes budget 
for classroom 
instructional support, 
excluding student 
materials and 
textbooks .

Teachers approve 
proposed budget by secret 
ballot before any part is 
implemented; and review 
budget as least two days 
before vote is taken. 

Local Superintendent 
submits notarized 
affidavit to State 
Superintendent 
certifying that all funds 
are spent properly and 
law is observed.

Any or all 
funds must be 
made 
available to 
each teacher 
before 
December 1.

"Any funds allocated by 
Legislature for student 
materials are given 
directly to teacher as 
specified in allocation 
for use directly in his or 
her classroom as 
determined exclusively 
by the teacher.

"Any proposed budget 
which does not receive 
approval shall be returned 
to the budget committee 
for reformulation, taking 
into consideration the 
teachers' 
recommendation."  

This procedure continues 
until budget is approved 
by majority vote. 

Superintendent 
certifies amount spent 
at each school, 
indicating amounts 
spent for common 
purchases and 
amounts received by 
teachers at each 
school, ensuring that 
each teacher may 
order and receive 
his/her allocation of 
student materials 
during that year.

 
 

Purchasing Cards 
 
 In order to facilitate the purchase by classroom teachers of classroom 
instructional supplies, the State Department of Education has approved the use of 
purchasing cards issued through an agreement with American Express to be used by 
local boards of education.  The guidelines for the issuance and use of these cards is 
found in Appendix 19-1. 
 
 

Affidavit to be Submitted by Superintendent 
 
 The annual education appropriations bill for FY 2004-05 contains specific 
language required the local superintendent to file an affidavit validating the proper 
expenditure of classroom instructional supply funds: 
 

Each local school superintendent shall submit a notarized affidavit to the 
State Department of Education certifying that funds appropriated in this 
section have been expended for instructional supplies or instructional 
equipment for classrooms as provided and required in Section 16-1-8.1, 
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Code of Alabama 1975. On the affidavit the superintendent shall state the 
amount of funds expended for use by classroom teachers and the amount 
of funds expended for collective purchases for instructional purposes. The 
affidavit of expenditures shall be subject to audit by the Examiners of 
Public Accounts (Acts of Alabama, 2004 Regular Session, No. 2004-456). 
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Alabama State Department of Education          
Division of Administration and Finance      Name of School 
 
              
          Name of LEA 

Classroom Materials & Supplies 
Proposed Budget - FY 2005 

 
1.  Amount Budgeted for Collective (common) Purchases $     
  (see attached list) 
 
2.  Amount available to be allocated to each teacher 
 
         x          $     
  No. of units    Amount per unit 
 
3.  Total budget               x           $525     =   $     
 No. of Units Amount per unit 
 
 
 
 
 
Certification to local superintendent:   
 
We certify that we have developed the proposed budget presented above in accordance 
with procedures outlined in Act 99-389. 
 

Budget Committee 
 

1.      2.      
  Signature of Teacher     Signature of Teacher 
 
 
3.      4.      
  Signature of Teacher     Signature of Teacher 
 
 
    5.       
     Signature of Principal  

or 
Principal’s designee 
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Alabama State Department of Education        
Division of Administration and Finance      Name of School 
              
          Name of LEA 

Classroom Materials & Supplies  
Collective (common) Purchases - FY 2005 

Description of Item Unit  No. of  Total  
 Cost Items Cost 
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Alabama State Department of Education          
Division of Administration and Finance       Name of School 
  
              
          Name of LEA 

Library Enhancement 
Proposed Budget - FY 2005 

 
1.  Amount Budgeted for Collective (common) Purchases $     
  (see attached list) 
 
2.  Amount available to be allocated to each teacher 
 
         x          $     
  No. of units    Amount per unit 
 
3.  Total budget               x           $135     =   $     
 No. of Units Amount per unit 
 
 
 
 
 
 
Certification to local superintendent:   
 
We certify that we have developed the proposed budget presented above in accordance 
with procedures outlined in Act 99-389. 
 

Budget Committee 
 
 

1.      2.      
  Signature of Teacher     Signature of Teacher 
 
 
3.      4.      
  Signature of Teacher     Signature of Teacher 
 
 
    5.       
     Signature of Principal  

or 
Principal’s designee 
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Alabama State Department of Education        
Division of Administration and Finance      Name of School 
 
             
          Name of LEA 

 
Library Enhancement 

Collective (common) Purchases - FY 2005 
Description of Item Unit  No. of  Total  

 Cost Items Cost 
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Alabama State Department of Education          
Division of Administration and Finance      Name of School 
 
              
          Name of LEA 
 

Technology 
Proposed Budget - FY 2005 

 
1.  Amount Budgeted for Collective (common) Purchases $     
  (see attached list) 
 
2.  Amount available to be allocated to each teacher 
 
         x          $     
  No. of units    Amount per unit 
 
3.  Total budget               x           $181     =   $     
 No. of Units Amount per unit 
 
 
 
 
 
 
Certification to local superintendent:   
 
We certify that we have developed the proposed budget presented above in accordance 
with procedures outlined in Act 99-389. 
 

Budget Committee 
 
 

1.      2.      
  Signature of Teacher     Signature of Teacher 
 
 
3.      4.      
  Signature of Teacher     Signature of Teacher 
 
 
    5.       
     Signature of Principal  

Or Principal’s designee 
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Alabama State Department of Education        
Division of Administration and Finance      Name of School 
 
              
          Name of LEA 

 
Technology 

Collective (common) Purchases - FY 2005 
Description of Item Unit  No. of  Total  

 Cost Items Cost 
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Alabama State Department of Education          
Division of Administration and Finance      Name of School 
 
              
          Name of LEA 
 

Professional Development 
Proposed Budget - FY 2005 

 
1.  Amount Budgeted for Collective (common) Purchases  $    
  (see attached list) 
 
2.  Amount available to be allocated to each teacher 
 
         x           $    
  No. of units    Amount per unit 
 
3.  Total budget               x           $60     =    $    
 No. of Units Amount per unit 
 
 
 
 
 
Certification to local superintendent:   
 
We certify that we have developed the proposed budget presented above in accordance 
with procedures outlined in Act 99-389. 
 

Budget Committee 
 
 

1.      2.      
  Signature of Teacher     Signature of Teacher 
 
 
3.      4.      
  Signature of Teacher     Signature of Teacher 
 
 
    5.       
     Signature of Principal  
                   or  
     Principal’s designee 
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Alabama State Department of Education        
Division of Administration and Finance      Name of School 
 
              
          Name of LEA 

 
Professional Development 

Collective (common) Purchases - FY 2005 
Description of Item Unit  No. of  Total  

 Cost Items Cost 
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In addition to completing the process defined above, the local superintendent of 
education must certify to the state superintendent of education the completion of the 
budgeting process and the respective and proper amounts so budgeted.  This must be 
in the form of an affidavit.  A form of the Affidavit which is submitted as Supplement III to 
the Annual Financial Statement follows.   
 
 

Supplemental Report III 
To be Submitted with Annual Financial Statement 

 
Affidavit of Local Superintendent 

      
 In accordance with Act 99-389, I hereby certify that all funds allocated for classroom 
instructional support are properly spent and that all legal requirements have been 
properly observed and implemented.  The amount of monies expended at each school 
is reflected in the financial records by cost center code and the amount expended for 
collective purchases and the amount received by the teachers is reflected in the 
financial records by the special use code assigned for that purpose.   
  

System Name 
 
Subscribed and sworn to before me 
this _____ day of_____________, 20____                 ___________________________ 
                                                                                           Signature of Superintendent 
    
______________________________________ ______________________ 
                        Notary Public                                                                Date 
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Supplemental Report III 
To be Submitted with Annual Financial Statement 

 
 
 

Annual Report Regarding Opportunities  
Afforded Minority-Race Professionals And 

 Minority-Race Owner/Managed Business Enterprises 
FY 2001-2002   

 
 
      The _________________________________ Board of Education adopted 
procedures to make every reasonable effort to afford opportunities to minority-race 
professionals and businesses to do business and provide services for the board of 
education.  The results of these efforts and activities have provided professional and 
business opportunities to minority-race enterprises as shown below: 
                                                      
   

 Number of Contracts, Bids 
or Invitations Offered 

Number of Awards 
Granted 

Total   
Minority-race   

 
 
 
_________________________________             _____________________ 
            Signature of Superintendent         Date 
 
This form may be used; however, if this is not used then the above indicated data must 
be provided.  It is intended that this report relate to business and professional activities 
other than the local school system personnel.  Must be attached to the General Purpose 
Financial Statements. 

 
 
 

  

    
  518        
     



Alabama Public School Finance Reference 
Budgeting - Classroom Instructional Support 
 
 

Appendices Which Follow 
 

Budgeting Classroom Instructional Support Allocations 
 
Appendix 19-1 Guidelines for Purchasing Cards Used for Classroom 

Instructional Purchases 
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Appendix 19-1 
GUIDELINES FOR PURCHASING CARDS 

USED FOR CLASSROOM INSTRUCTIONAL PURCHASES 
 

Purchasing cards shall be used exclusively for expending classroom instructional 
support funds in accordance with Ala. Code § 16-1-8.1 (as amended by Act No. 99-
389). 
 
Each local board of education (LEA) that elects to participate in the state purchasing 
card program will sign an agreement with American Express to administer the 
purchasing card.  The LEA is responsible for making monthly payments, settling 
disputed charges, handling billing errors, and following other requirements included in 
the agreement.  Each participating LEA will be required to make payment in full by the 
payment due date. 
 
Ala. Code § 16-1-8.1 (as amended by Act No. 99-389) states "…(11) Examiners of 
Public Accounts.  All expenditures for classroom instructional support and related 
documents by each county and city board of education shall be subject to audit by the 
Examiners of Public Accounts…."  The guidelines contained in this document were 
developed with assistance of the Examiners of Public Accounts and LEA personnel. 
 
General Guidelines: 
 
1. Anyone using the purchasing card to obtain items for personal use is subject to 

criminal prosecution. 
2. Items purchased with the purchasing card are exempt from Alabama sales tax. 
3. Items costing less than $7500 may be purchased with the purchasing card without 

competitive bids. 
4. Items purchased with the purchasing card must be received before payment is 

made. 
5. Items may be purchased from vendors that do not accept credit cards by issuing 

purchase orders. 
6. Items purchased with the purchasing card must be supported by itemized receipts or 

supporting documentation. 
7. A LEA may use the purchasing card program for selected schools or for all schools. 
8. A LEA will limit the purchasing card to the purchase of classroom instructional 

materials, supplies, and equipment. 
9. A LEA may continue to bid copier paper, copiers, and other items, if cost effective. 
10. A LEA cannot withhold payroll amounts from cardholders for unallowable charges, 

sales taxes, exceeding the card limit, or failure to turn in card receipts. 
11. A LEA will determine the diminishing purchase limit for individual teachers. 
12. A LEA will require each cardholder to sign a purchasing card agreement. 
13. A LEA will block the use of the purchasing card for unallowable expenditures to the 

extent feasible. 
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Implementing the Purchasing Card Program: 
 
The local board of education (LEA) must decide if the purchasing cards will be obtained 
for all schools or for selected schools.  The LEA may decide to wait until the teachers 
vote on the school budgets to determine the card limit for teachers at each school.  The 
card limit for the individual designated to make collective purchases at each school may 
be set at a higher amount than the other cardholders. 

 
American Express will provide the LEA with the file structure for submitting teacher 
information for the individual purchasing cards.  American Express will prepare the 
purchasing card agreement with certain features customized for each LEA.  One of 
these customized features is determining merchant code restrictions.  The merchant 
code restrictions should block the use of the purchasing card for unallowable 
expenditures to the extent feasible.  These restrictions could be beneficial if 
unauthorized users attempt to use the purchasing card or card number.  The following 
categories will be blocked from purchase card use where possible: 

1. Cash advances. 
2. Long distance telephone calls. 
3. Airlines. 
4. Motels. 
5. Restaurants. 
6. Convenience stores. 
7. Gasoline stations. 
8. Beverage stores. 
9. Tobacco stores. 
10. Adult stores. 
11. Clothing stores. 
12. Automatic billings. 
13. Movie theaters. 

The SDE also recommends that the LEA exercise caution in the use of the purchasing 
cards for Internet orders, telephone orders, mail-in orders, lay-aways, confirmations, 
guarantees, and other charges made to the purchasing card prior to receipt of the 
materials, supplies, equipment or other items purchased.  Legal opinions have stated 
that school boards cannot pay for items that have not been received.  [However, the 
merchant's agreement with American Express prohibits the merchant from billing prior 
to the shipping date.] 
 
Issuing the Purchasing Cards: 
 
The local board of education must require employees to sign an agreement for the use 
of the purchasing card.  The purchasing card agreement should provide the employee 
with an understanding of the cardholder's responsibilities for the use of the purchasing 
card.  Agreements should include the following provisions: 
1. The cardholder agrees to use the card exclusively for classroom instructional 

support used either by classroom teachers or students in each teacher's classes. 
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2. The cardholder agrees to reimburse the LEA for purchases that are determined to 
be unallowable expenditures or to obtain other funds for the expenditure. 

3. The cardholder agrees to obtain a legible receipt with an itemized listing for each 
purchase made with the card. 

4. The cardholder agrees to reimburse the LEA for purchases made with the card that 
are not supported by a receipt with an itemized listing. 

5. The cardholder agrees to inform merchants that purchases with the card are exempt 
from Alabama sales tax. 

6. The cardholder agrees to reimburse the LEA for Alabama sales tax charged to the 
card. 

7. The cardholder agrees to reimburse the LEA for purchases made in excess of the 
individual purchase limit or to obtain other funds for the excess expenditures. 

8. The cardholder agrees to adhere to the LEA guidelines for purchasing cards. 
9. The cardholder understands that purchasing card privileges may be suspended 

upon failure of the cardholder to follow the terms of this agreement. 
10. The cardholder understands that the use of the purchasing card for anyone's 

personal use is subject to criminal prosecution. 
 
The LEA will set a deadline for purchases made with the purchasing card and should 
consider requiring teachers to turn in the purchasing card on or prior to the last day of 
school.  Individual teacher balances remaining may be expended using purchase 
orders. 
 
The LEA guidelines for the purchasing card program should include information that 
would be helpful to the teachers using purchasing cards.  Helpful information would 
include: 
1. The procedure for verifying purchasing card balances. 
2. Procedures for lost or stolen cards. 
3. The name and telephone number of the LEA contact person for questions about 

allowable purchases.  (Allowable expenditures are classroom instructional materials 
and supplies used either by classroom teachers or students in each teacher’s 
respective classes and instructional equipment and electrical equipment utilized with 
students in the teachers classroom.) 

4. Procedures for contacting law enforcement authorities about illegal card use. 
5. Number of each instance that will cause cancellation of purchasing card privileges. 
6. Guidelines for restoring cancelled card privileges. 
7. Procedures for using purchase orders instead of the purchasing card. 
8. Items that must be purchased from specific merchants.  [EXAMPLE:  copier paper 

bid] 
9. Deadlines for obtaining copies of missing receipts. 
10. Guidelines for turning in cards. (A sign in/out list should be used.) 
11. Policies and procedures for Internet orders, call-in orders, and mail-in orders, if 

permitted. 
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Operating the Purchasing Card Program: 
 
The use of purchasing cards requires the local board of education to utilize a voucher 
system to account for expenditures for classroom instructional support.  Ala. Code § 
16-1-8.1 (as amended by Act No. 99-389) offers the voucher system as an alternative 
to purchasing classroom instructional support under the Alabama Competitive Bid Law.  
Purchases made for classroom instructional support under the voucher system are 
limited to items costing $7500 or less per item. 
 
The procedures discussed below are intended as general procedures for operating the 
purchasing card program.  The operating procedures in some LEA's may require some 
modifications to these general procedures.  LEA's may implement additional internal 
control procedures if necessary.  However, creating additional paperwork for teachers 
should be avoided.  Initial procedures are: 
1. Issue a purchase order for the total of the purchasing card limits of the cardholders 

at each participating school at the beginning of the purchasing year. 
2. Create a Receipt Log (that also serves as a Receiving Report) for each school.  A 

format is available for downloading from the SDE web site. 
3. Create a voucher and an account code breakdown form for each school.  A format is 

available for downloading from the SDE web site. 
 
The teacher should sign the Receipt Log when the teacher brings the purchase receipt 
to the school office.  The receipts and the Receipt Log should be kept with the same 
security protection as cash receipts.  The Receipt Log serves as documentation that 
items have been received and as an audit trail for receipts.  Receipts (and any 
supporting documentation) should be turned in daily.  Supporting documentation can 
include itemization of purchases (if not detailed on the receipt) and explanations 
justifying purchases that could appear questionable.  To help reconcile the monthly 
statement, the reference number from the Receipt Log may be written on the receipt 
before placing the receipt in a folder.  Some schools may also find a receipt folder for 
each teacher to be beneficial.  A credit memo or credit receipt should also be entered 
on the Receipt Log. 
 
The LEA will receive a monthly statement for purchasing cards that is detailed by 
school.  The LEA should send a copy of the monthly statement to each school along 
with a voucher form and an account code breakdown.  The school must reconcile the 
monthly statement to the Receipt Log and the receipts.  A copy should be made of 
each page of the Receipt Log used in that month's reconciliation, signed, and dated by 
the designated school official.  (The Receipt Log can be kept in a binder and delivered 
to the LEA when the last reconciliation for the fiscal year is completed.)  The voucher 
and account code breakdown should be completed, signed, and dated by the school 
official.  A signed copy of the voucher, account code breakdown, Receipt Log, monthly 
statement, and the receipts and other documents should be submitted to the LEA to 
process for payment to the card center. 
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A copy of the page(s) of the monthly statement detailing the teacher's purchasing card 
activity should be given to each teacher.  The teacher should also receive, if applicable, 
a statement of purchase order amounts paid or outstanding.  The statement should 
provide a reminder that the teacher's remaining purchases should be adjusted by 
deducting purchase order amounts from the purchasing card balance.  (The statement 
may be handwritten on the copy of the purchasing card statement.) 
 
The voucher form is intended to meet the legal requirement to establish a voucher 
system for implementing the purchasing card program.  The schools should also use 
the voucher form to authorize the LEA to pay invoices processed through purchase 
orders.  The voucher total is the amount the school official has identified as ready for 
payment and is usually the same as the receipt total.  Differing amounts among the 
statement amount, receipt total, and voucher total should be explained on the voucher 
or in supporting documents.  LEA's that send classroom instructional support funds to 
the schools can use the voucher form as directed by the Examiners of Public Accounts.  
The decision whether to maintain receipts and other documents at the school or at the 
LEA is an internal control matter between the LEA and their auditors. 
 
The account code breakdown form is intended to assist LEA accounting personnel in 
making accounting entries.  The voucher total must equal the voucher total on the 
voucher form.  The LEA may list the authorized account codes for each school on the 
account code breakdown for that school.  In order to assist in the compilation for the 
account code breakdown, a letter of the alphabet may be assigned to each account 
code for the school.  When the receipts are reconciled with the Receipt Log, the 
appropriate alphabetic letter can be entered in the status column of the Receipt Log.  
(Some purchase receipts may have more than one account code.)  The reconciled 
receipt amount for each alphabetic letter can be totaled for the account code 
breakdown.  Some LEA's may choose to create a worksheet that accomplishes the 
same results. 
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20.  BUDGETING AND PRORATION 
 

Balancing the State Budget 
 
 Balancing the state budget has two different objectives.  The first is to control 
expenditures in order to balance spending with available revenues.  The second is to 
promote a planned implementation of the state's activities and thus manage a reduction 
in expenditures.  Alabama has balanced its budget since 1932 by statute and since 
1933 by constitutional amendment in two steps.  This is done by (1) reducing the 
amount allotted to equal the amount of revenues available in each fund of state 
government during the fiscal year; and (2) reducing the amount appropriated at the end 
of the fiscal year.  First allotments are reduced, and then appropriations.  This process 
is known as proration as the amounts are reduced pro rata.  The fund most commonly 
prorated has been the Education Trust Fund. 
 
Constitution of 1901 and the State Debt 
 
 The Constitution of 1901, in theory, prohibited deficit spending.  By 1932, in practice 
Alabama had managed to circumvent the provisions of the Constitution. This 
circumvention was through the issuance of interest-bearing certificates of indebtedness or 
warrants paid from the annual appropriation by the Legislature to the governor's 
Contingency Fund in the amount of $100,000. The principal was not being retired contrary 
to the intent of Section 213.  

 
Brookings Institution Report of 1932 
 
 The legislature passed an act requesting the services of the Institute for Government 
Research of the Brookings Institution of Washington, D. C., to survey the government of 
the State of Alabama and to make recommendations for improvement.  The report was 
submitted to Governor Miller.  A major portion of the plan submitted by the Brookings 
Institution included improvements in accounting and budgeting, with considerable stress 
placed upon a provision to make no appropriation payable in full unless there were 
sufficient funds on hand in the state treasury to meet it. 
 
Budget and Financial Control Act of 1932 
 
   The Legislature approved this portion of the plan with the Budget and Financial 
Control Act of 1932: 
 

  Section 19.— APPROPRIATIONS:  The appropriations made shall not 
be available for expenditure until allotted as provided for in Section 20, 
except as may be otherwise provided in this Act.  All appropriations now or 
hereafter made except per capita appropriations now in force or hereafter 
made to Eleemosynary and correctional institutions and the Alabama School 
for Deaf and Blind at Talladega, Alabama, which appropriations shall remain 
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in full force and effect and payable and disburses as now provided by law 
are hereby declared to be maximum, conditional and proportionate 
appropriations, the purpose being to make the appropriations payable in 
full in the amounts named only in the event that the estimated budget 
resources during each fiscal year of the quadrennium for which such 
appropriations are made, are sufficient to pay all of the appropriations in full; 
the Governor shall restrict allotments to prevent an overdraft or deficit 
in any fiscal year for which appropriations are made by prorating without 
discrimination against any department, institution, commission, or other 
State agencies.  In other words, the said appropriations shall be payable in 
such proportion as the total sum of all appropriations bears to the total 
revenues estimated by the Governor as available in each of said fiscal 
years.  The purpose of this provision is to insure that there shall be no 
overdraft or deficit in the several funds of the State at the end of a fiscal 
year, and the governor is directed and required to administer this Act as to 
prevent any such overdrafts or deficits (emphasis added) (Acts of Alabama, 
1932, Extra Session, No. 37, pp. 44-45).  {Note:  The appropriations above for 
eleemosynary and correctional institutions and for the Alabama School for Deaf and Blind were made 
in individual acts for each institution on a per capita basis.  These appropriations were permanent, 
recurring, and indefinite in nature.  They encouraged institutions to increase the number of inmates and 
to discourage the discharge of inmates in order to increase appropriations.} 

 
Eleemosynary means of or relating to charity; a nonprofit entity which receives all or 
part of sustaining funds from donations or gifts (about 90 percent of the hospitals are of 
a governmental charitable, or nonprofit character). 
 
Income Tax Amendment of 1933 – Amendment 25 
 
 To fund the debt created between 1907 and 1932, Governor Miller proposed a 
constitutional amendment to levy an income tax.  However, the voters of the state refused 
to approve such an amendment that did not specify a maximum rate, provide for 
exemptions, or hold the proceeds in trust for repayment of debt.  Governor Miller 
recognized the shortcomings of his first proposal, and recommended another in 1933 that 
did contain these provisions, and after repayment of the floating debt to be used for 
reduction of the state ad valorem tax.  It was passed by the legislature and approved by 
the voters as Amendment 25. 
 
Warrant Amendment of 1933 – Amendment 26  
 
 The voters of the state granted constitutional status to the balanced budget 
requirement of the Budget and Financial Control Act and provide for the repayment of the 
state debt through revenues from the Income Tax Amendment of 1933.  This so-called 
"Warrant Amendment" of 1933 amended Section 213 of the Constitution of 1901 to pledge 
the proceeds from the Income Tax to the repayment of the floating debt.  Furthermore, this 
amendment stated the following: 
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 To prevent further deficits in the state treasury, it shall be unlawful from and after 
the adoption of this amendment for the state comptroller of the state of Alabama 
to draw any warrant or other order for the payment of money belonging to, or 
administered by, the state of Alabama upon the state treasurer, unless there is in 
the hand of such treasurer money appropriated and available for the full payment 
of the same.  In case there is, at the end of any fiscal year, insufficient money in 
the state treasury for the payment of all proper claims presented to the state 
comptroller for the issuance of warrants, the comptroller shall issue warrants for 
that proportion of each such claim which the money available for the payment of 
said claims bears to the whole, and such warrants for such prorated sums shall 
thereupon be paid by the state treasurer (Amendment 26). 

 
 The Brookings Institution Report had recommended that the fundamental parts of the 
budget law (Budget and Financial Control Act of 1932) be embodied in the Constitution.  
This was accomplished in 1933, but had to await the approval of the Income Tax 
Amendment (Number 25) to provide for the refunding of the state debt.  In reality, the 
Budget and Financial Control Act, and Amendments 25 and 26 are component parts of the 
same recommendation.  
 
Administering Proration:  Reducing Allotments and Appropriations 
 
 Proration occurs for one of two reasons. (1) Estimates of income or revenue were 
overly optimistic; (2) Estimates of expenditures or appropriations were overly optimistic 
(too much income was expected or planned expenditures were too great).  The 
recommendations of the Brookings Institution Report as implemented by the state of 
Alabama found in reviewing the Budget and Financial Control Act, Amendment 25, and 
Amendment 26 as a whole, anticipated both of these conditions.   
 
The Governor Restricts Allotments.  Under the provisions of the Budget and Financial 
Control Act (Code of Alabama 1975, Sections 41-4-80 to 41-4-96), no appropriations 
made by the legislature are available for expenditure until allotted with the approval of the 
governor.  Should the estimated budget resources of a fund available during the year be 
insufficient to pay appropriations in full, the governor is directed to restrict allotments.  This 
is to insure that there is not deficit or overdraft in the several funds of the state at the end 
of the fiscal year (Code of Alabama 1975, Section 41-4-90).  The governor must undertake 
to restrict allotments until the end of the fiscal year by statute.  The governor's 
responsibility in the process is to delay paying a full allotment (a share of the appropriation 
which could be 1/12) until such time as there are adequate funds in the state treasury, a 
cash management responsibility.  To do otherwise would be to issue warrants for which 
funds are not available. In addition, were the governor to do otherwise, funds might not be 
available toward the end of a fiscal year to meet payroll for salaries of constitutional 
officers which would be unconstitutional.   The governor's actions only delay a final 
accounting to the end of the fiscal year.  At this point, the constitution duty of the 
Comptroller prorates appropriations.  Proration, as the term is commonly used, relates to 
reductions of appropriations and not the restriction of allotments. 

    
  527        
     



Alabama Public School Finance Reference 
Budgeting - Budgeting and Proration  
 
 

The State Comptroller Prorates Appropriations.   The constitutional basis for 
proration of appropriations is found in Amendment 26.  Here the state comptroller is 
forbidden from drawing any warrant or other order for the payment of money belonging to 
or administered by the state treasurer unless the treasurer has in hand sufficient funds for 
the full payment of such warrants.  At the end of the fiscal year, the comptroller is directed 
to issue warrants only for that proportion of each claim for funds for which funds available 
bears to the total claim for said funds.  Warrants for these prorated sums shall then be 
paid by the state treasurer.  Calculation of and implementation of proration is the 
responsibility of the state comptroller.  Any amount of appropriations not paid at the end of 
the fiscal year become null and void.  Violation of the provisions of Amendment 26 is a 
crime and grounds for impeachment. 
 

Proration Prevention Account:  Creating a Reserve 
 
Estimating Revenues and Recommending a Budget.  The governor is directed to 
estimate both income and expenditures and submit a balanced budget to the legislature.  
If the estimated expenditures (appropriations) exceed the estimated income (revenues, the 
governor is directed to submit a plan to meet such deficit whether by imposing new taxes 
or by increasing the rate of existing taxes.  If the estimated expenditures are less than the 
estimated income, then the governor is directed to make recommendations for the 
application of the surplus, such as to the reduction of debt or the reduction of taxation 
(Code of Alabama 1975, Section 41-4-83).  The Department of Finance is directed to 
prepare an estimate of the total income of the government for each budget year on or 
before the first day of the third month next preceding each regular business session of the 
legislature (Section 41-4-85).  The Department of Finance is also directed to collect 
estimates of expenditure requirements from each agent of the state on or before the first 
day of the third month next preceding each regular business session of the legislature 
(Section 41-4-84).  Based upon these estimates, the Department of Finance is directed to 
prepare and submit a tentative budget to the governor not later than the first day of the 
second month preceding each regular business session of the legislature (Section 41-4-
86).  The governor is then directed to conduct public hearings on the tentative budget not 
later than two weeks prior to the convening of the regular business session of the 
legislature (Section 41-4-87).  After these public hearings, the governor formulates the final 
balanced budget representing his judgment and recommendations for meeting income 
and expenditure needs of state government (Section 41-4-88).  Such budget must be 
submitted to the legislature within five days after the convening of the regular business 
session (Section 41-4-82).  However, this provision was modified by Amendment 448. 
 
Budget Isolation.  Section 41-4-82 demonstrates how one category of state law may be 
amended without correcting another in conflict (refer to the timing of the submission of the 
budget to the legislature as defined above),  Amendment 448 commonly known as 
"Budget Isolation" made it the paramount duty of the legislature to make basic 
appropriations in regular session prior to substantially handling other legislation.  This 
amendment, PARAMOUNT DUTY OF THE LEGISLATURE TO MAKE BASIC 
APPROPRIATIONS AT REGULAR SESSIONS, requires the following: 
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 (B)  On or before the second legislative day of each regular session 
of the legislature, beginning with the first regular session after January 1, 
1983, the governor shall transmit to the legislature for its consideration a 
proposed budget for the next ensuring budget period (Amendment 448)). 

 
 Another point of Amendment 448 is that it seemed like a good idea at the time and 
was popular enough with the public to win ratification.  However, it has proved to be 
unsuccessful in its purpose of making the budgets a paramount duty and serves to 
complicate the legislative process.  However, once in the constitution it is unlikely to be 
repealed.   
 
House Bill 204.  For the purposes of the HB 204 which is commonly known as the 
national average teacher’s salary bill, another deadline exits for presenting revenue 
estimates to the Legislature: 
 

 (c) The Legislative Fiscal Officer and the Director of Finance shall, prior to 
the third legislative day of each Regular Session, certify the projected growth 
in the Education Trust Fund for the fiscal year for which appropriations are 
being made (Act 2000-732). 

 
Preparing for Proration 
 
 The Legislature passed the Proration Prevention Act of 1988.  The purpose of the 
act proposed by the Alabama Association of School Boards was to create a reserve fund 
within the State Treasury for the purpose of offsetting any future financial shortfall in the 
ETF. This reserve fund is entitled the Proration Prevention Account (Code of Alabama 
1975, Section 40-1-32.1).  The plan was to appropriate annually to the Proration 
Prevention Account from the ETF an annual fixed amount until a principal balance of $75 
million was set aside as a hedge against proration.   
 
Funding the Proration Prevention Account.  The Proration Prevention Account (was 
initially funded with an appropriation of $21 million.  Thereafter, a continuing annual 
appropriation was required of $8 million.  This was to continue only until the principal 
amount reached $75 million.  Interest, however, would accrue annually resulting in a 
funding well in excess of $75 million.  When this total amount (principal of $75 million and 
accumulated interest) exceeded ten percent of the preceding year's appropriations, the 
excess over ten percent would revert back to the ETF.  Furthermore, the Act states that 
“the appropriations provided in this subsection shall be allocated before any conditional 
appropriation (Code of Alabama 1975, Section 40-1-32.1(c)(2))” is itself allocated or 
released by the Finance Director with the approval of the Governor. 
 
Withdrawals from the Proration Prevention Account.  Funds could be withdrawn from 
the Proration Prevention Account in two situations.  The first would be to prevent proration 
in the ETF. The second would be in the case of an emergency as determined by the 
Legislature.  The implementation of the declaration of emergency requires a joint 
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resolution with a recorded vote of at least two-thirds of the membership of each legislature 
chamber supporting the resolution.  However, the enabling legislation gave no indication 
as to what the nature of such an emergency would be.  
 
Repayment to the Proration Prevention Account.  Any funds withdrawn from the 
Proration Prevention Account were to ideally be repaid in full during the next fiscal year.  
The exception provided in statute for this repayment was that an annual installment 
payment of $8 million could be made in addition to the regular annual appropriation of $8 
million.   Or repayment might be made as otherwise provided by the legislature.  
Repayment would be considered as complete only when the withdrawn principal and 
interest was restored, whether by lump sum or on the installment plan.  However this 
repayment requirement can be suspended in those fiscal years in which the ETF is 
actually in proration or in those years in which actual repayment would result in a 
proration.  Unfortunately, the Proration Prevention Account was emptied by the proration 
of the ETF in 1990-91.  Unfortunately the Legislature failed to ever  provide either the 
annual appropriation or to schedule repayment using the declaration of a fiscal emergency 
to postpone funding this reserve account.  The legislature has continued to use the 
declaration of a financial emergency to postpone funding.   
 
Proration Prevention Account Amended, 1999.  Given the inability of the political 
process to implement the annual funding and/or repayment of the Proration Prevention 
Account, the legislature acted again in 1999 to fix it (Act 99-514).  Three  major changes 
were approved.  (1) The annual appropriation to the Account of eight million dollars was 
repealed and an apportionment from any annual beginning balance which might be 
available in the ETF was added.  No funding will accrue to the Education Trust Fund 
Proration Prevention Account unless an unanticipated and unappropriated beginning 
balance actually occurs.   
 

(1) Beginning on October 1, 1999, and on October 1 of each fiscal 
year thereafter, there is hereby appropriated into the Education Trust Fund 
Proration Prevention Account, established in subsection (b), 20 percent of 
the ending balance in the Education Trust Fund from the preceding fiscal 
year that was unanticipated and unappropriated by the Legislature as a 
beginning balance in the current fiscal year. The Legislature shall set forth 
the amount of the beginning balance anticipated and appropriated in the 
Education Trust Fund appropriation act each year beginning in the 
Education Trust Fund appropriation act for the fiscal year beginning 
October 1, 1999.  

 
(2) The Finance Director shall transfer 20 percent of the 

unanticipated and unappropriated beginning balance by October 15 of 
each year (Code of Alabama 1975, Section 40-1-32.1). 

  
(2)  The second change removed the provision for automatic repayment after 

withdrawal and provided that the Legislature would make any repayments at its 
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discretion, except that it could not make repayment during a year of Proration or when 
repayment would cause proration.  (3)  The third change pertained to the provisions for 
withdrawal.  Whereas previously a joint resolution would suffice to declare an emergency 
and to suspend appropriations(s), now an act of the Legislature would be necessary 
approved by a recorded vote of at least two-thirds of the membership of each legislative 
chamber. 

 
Education Trust Fund Proration Prevention Account, 2004.  Since no unanticipated 
and unappropriated beginning balance occurred at the end of FY 1999-2000, there were 
no annual revenues   Transfers were made at the end of FY 2001 and FY 2002.  
Proration in FY 2003 emptied the Proration Prevention Account.  A transfer occurred for 
FY 2002-03 in 2004 but was accounted for as an appropriation for FY 2003-04.   
Another transfer was made at the end of FY 2003-04, Table 20-1 which follows details 
the financial history of the Proration Prevention Account since it was amended in 1999.   
 

Table 20-1 
Financial Condition of the Proration Prevention Account, FY 1999 to FY 2004 

Fiscal Year Fiscal Year Fiscal Year Fiscal Year Fiscal Year Fiscal Year Fiscal Year
1999-00 2000-01 2001-02 2002-03 2003-04 2004-05 2006-07

ETF REVENUES:
Beginning Balance 14,477,161     13,677,379     61,926           209,325         55,505           181,565,807   ?
G,O. Debt Service Reserves -                 7,193,096      5,511,603      2,617,354      7,445,005      8,339,908      ?

Total Balance Forward 14,477,161     20,870,475     5,573,529      2,826,679      7,500,510      189,905,715   -                 
Balance Appropriated 14,477,161     20,870,475     5,511,603      2,617,354      7,445,005      96,381,472     ?

Balance Unappropriated -                 -                 61,926           209,325         55,505           85,184,335     -                 

REVENUES PPA:
Balance Forward -                 -                 -                 12,385           -                 11,101           17,047,968     
Repayment for Prior Year -                 -                 -                 -                 -                 -                 -                 
Interest Earned -                 -                 -                 -                 -                 -                 -                 
Transfer from ETF Balance -                 -                 12,385           41,865           11,101           17,036,867     ?

Total Available -                 -                 12,385           54,250           11,101           17,047,968     ?

WITHDRAWALS PPA:
Rate of Proration 0.0000% 0.0000% 0.0000% 4.4075% 0.0000% 0.0000% 0.0000%
Paid at Proration -                 -                 -                 54,250           -                 -                 -                 

Ending Balance -                 -                 12,385           -                 11,101           17,047,968     ?
Notes:

PRORATION PREVENTION ACCOUNT, Section 40-1-32.1

 Finance Director shall transfer 20 percent of the unanticipated and unappropriated beginning balance by October 15 of each year. 

Ending Balance capped at $75,000,000.  Excess is returned to ETF.  Fund Number 0448
 Repayment is at discretion of Legislature. 

 
 

A problem existed in calculating the transfer at the end of FY 2003-04 as no amount 
was recorded in the FY 2004-05 Education Trust Fund appropriation act as being 
budgeted and appropriated for FY 2004-05.  Therefore, the transfer should have been 
20% of the entire ending balance.  However, the Executive Budget Office considered 
their estimate of the condition of the ETF as of the month the appropriation bill passed 
and the amount their estimate concluded would be needed in FY 2004-05.  It remains to 
be seen whether this same problem will be repeated at the end of FY 2004-05 with a 
large balance being anticipated to be carried forward.  
 
 
    
  531        
     



Alabama Public School Finance Reference 
Budgeting - Budgeting and Proration  
 
 

Withdrawals from Proration Prevention Account 
 
 A new procedure was also implemented to declare a financial emergency and to 
suspend annual appropriations to the Education Trust Fund Proration Prevention Account.  
Whereas previously a joint resolution would suffice to declare an emergency and to 
suspend appropriations(s), now an act of the Legislature would be necessary approved by 
a recorded vote of at least two-thirds of the membership of each legislative chamber. 
 
 A further change was made in the way repayment would be made after a 
withdrawal to prevent proration.  Rather than the previous mechanism of complete 
repayment during the next fiscal year or an annual repayment of $8,000,000 until complete 
repayment, the Legislature is permitted in its discretion to determine how and when to 
return the account to its minimum balance of $75,000,000 (Acts 1999, Regular Session, 
Act 99-514). 
 

Constitutional Rainy Day Fund for ETF Created, 2002 
 
 Faced with the bitter effects of proration in FY 2000-2001 and the vigorous fight in the 
Legislature in the 4th Special Session of 2001 to pass a business tax increase of $140 million 
to thwart proration in FY 2001-2002, the Legislature approved a constitutional amendment to 
create a constitutional rainy day fund for the ETF.  Amendment 709 creates within the 
Alabama Trust Fund (created by Amendment 450) the Education Trust Fund Rainy Day 
Account.  The Education Trust Fund Rainy Day Account is credited with six percent (6%) 
of Education Trust Fund appropriations for FY 2002 from the Alabama Trust Fund (oil and 
gas trust fund) and amounts to $248,764,660 based on the amount of appropriations from 
the Alabama Trust Fund on the effective date of the amendment for FY 2002.   It allows no 
further transfers to the Education Trust Fund Rainy Day Account from the Alabama Trust 
Funds.   
 

Funds may be withdrawn only to prevent proration of appropriations to the public 
schools, the public colleges and universities, public schools for the deaf and blind, the 
Alabama Institute for Deaf and Blind, public schools for the mentally ill and retarded, 
and other entities established by general statute for public school students 
 

Funds may be withdrawn in fiscal years thereafter to prevent proration only in the 
amount necessary to prevent proration up the average estimated revenue certified by 
the Legislative Fiscal Officer and the Finance Director in accordance with Section 16-
13-281(c). (refers to the National Average Pay Raise Bill)   In the event that funds are 
withdrawn to prevent proration, an amount equal to twenty-five percent (25%) of the 
amount withdrawn shall be withdrawn from the Alabama Trust Fund and transferred to 
the County and Municipal Government Capital Improvement Fund.  Any amount(s) 
withdrawn in accordance with the above in excess of the actual amount necessary to 
prevention proration shall be returned to the Alabama Trust Fund. 
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The Legislative must provide by statute for replenishment of the Education Trust 
Fund Rainy Day Account from sources other than the Alabama Trust Fund or Oil and 
Gas Capital Payments – which may mean the legislature may also provide by statute for 
replenishment from the original source. The Legislature must provide for replenishment 
within five years after withdrawal.  Amendment 709 was proclaimed ratified August 8, 
2002 (Constitution of 1901, Amendment 709).  To avoid proration in FY 2003, it was 
necessary to withdraw from the ETF Rainy Day Account $179,994,229 from the corpus 
established by Amendment 709 of $248,000,000.  Given the five-year repayment 
schedule, $36,000,000 was repaid in FY 2004 and $36,000,000 is anticipated to be 
repaid in FY 2005.  If similar amounts are appropriated for FY 06, FY 07, and FY, the 
debt will be repaid within five years.  
 
 When proration was declared in 2003, it also became necessary to withdraw 
from the Proration Prevention Account as required by law the amount of $54,250 on 
July 16, 2003, in additional to the amount from the Education Trust Fund Rainy Day 
Account.  The explanation of this withdrawal follows in Table 20-2: 
 

Table 20-2 
Calculation of Proration for FY 2003 

Item of Appropriation

 Amount of 
Appropriation 

Eligible for ETF 
Rainy Day Funds 

Proration 
Rate

Proration 
Amount

Withdrawal 
from Rainy Day 

Account 
Transfer

K-12/H.Ed. Line Items 4,083,781,770$      4.40751341% (179,993,229)$ (179,993,229)$  
State Agencies & Institutions 67,480,583$           4.40751341% (2,974,216)$     -$                     
Private Schools 1,092,615$             4.40751341% (48,157)$         -$                     
State Agencies Separate Bills 41,275,689$           4.40751341% (1,819,231)$     -$                     
State Agencies Fiscal Agent 1,690,421$             4.40751341% (74,506)$         -$                     
Non-State Entities 3,596,211$             4.40751341% (158,503)$        -$                     

TOTAL 4,198,917,289$      (185,067,841)$ (179,993,229)$  
APPROPRIATIONS NOT PAID (5,074,612)$     

 
 

Repayment of the ETF Rainy Day Account 
 

The conditions of repayment are that repayment must be made within five years.  
Therefore, the first payment was due in FY 04 and was paid.  The second payment is 
appropriated as a conditional for FY 05 and should be released after the first priority of 
$500,000 release to the Deaf and Blind Institute.  That will be payment 2, and planning 
should be made for payment 3 in FY 06, payment 4 in FY 07, and payment 5 in FY 08 
which is five years after the withdrawal.  The condition of the ETF Rainy Day Account is 
presented in Table 20-3: 
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Table 20-3 
Condition of the Education Trust Fund Rainy Day Account 

Initial Principal Amount 248,000,000.00$     

Withdrawal FY 2003 (179,993,229.00)$    

Deposit 6/9/04 36,000,000.00$       

Balance 10/8/04 104,006,771.00$     

ETF Rainy Day Fund

Created by Amendment 709  
 
 
The Budget Management Act of 1976 and the Budget Today 
 
 The Budget Management Act of 1976 (Acts 1976, Regular Session, No. 494, p. 
614) authorized the development of a new program budgeting plan for the state to 
replace the increasing cumbersome line item by object of expenditure approach.  This 
arrangement allowed greater management flexibility since expenditures could be 
determined and made by the program manager for any object within the program’s 
purpose.  Program budgeting was developed and implemented for FY 1977-78.  In the 
education appropriations bill for FY 1977-78, the Minimum Program was appropriated 
as a single line item with a lump sum appropriation identified.  However, some line items 
were retained in the appropriation.  In the education appropriations bill for FY 1979-80, 
the Speaker of the House determined that placing line items for purposes other than the 
Minimum Foundation Program in the Program was improved, and directed the creation 
of the Financial Assistance Program.  He also ruled that language in the appropriations 
bill detailing the plan of expenditure was improper.  Thus was born the modern 
implementation of proration of the ETF. 
 
Proration at the State Level – FY 1991-92.  The last time proration was declared in the 
ETF under the historical pattern of funding public education was for FY 1991-92.  .  
Since 1932, contrary to what might be expected from reading the statutes and 
constitutional amendments governing the application of proration, certain line items and 
agencies are not prorated.  The exceptions follow. 

(1) Any appropriation that represents a debt of the State of Alabama must be 
paid in full by the constitutional requirement that we honor our debts.  An example is 
interest on state debt. 

(2) Any appropriation which is identified in the annual education appropriations 
bill as an estimated line item must be paid in full as the Legislature has agreed to 
appropriate whatever amount the cost for the service might be.  An example is the 
Teachers Retirement System appropriation.  

(3) Any appropriation that has been determined by the Courts or the Legislature 
to be an “essential function” of state government.  An example is the custodial 
component of the appropriation to the Department of Youth Services as contrasted to 
the appropriation to the same agency for educational purposes.  Public Education was 
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determined by the State Supreme Court in 1932 to be a non-essential function of state 
government.  However, the ruling by Judge Reese in 1993 ruling public education to be 
a fundamental right-- which has been upheld by the State Supreme Court—has not 
been tested in the arena of proration. 

(4) Any appropriation that is based upon a separate statute defining payment in 
whatever amount is necessary may be in actuality prorated but simply increased in 
amount to overcome the effects of proration. 
 
 The proration of FY 1991-92 of three percent was applied to line items totaling 
$2,377,626,742, while appropriations not subject to proration were paid in full in the 
amount of $247,927,754.  With the Education Finance Reforms approved by the 
Legislature in 1995, proration will be very different for local boards of education.   
 
Transfer of Line Items During Proration.  The re-creation of line items required the 
granting of statutory authority to transfer funds during times of proration.  The Code was 
amended to make this possible effective the same fiscal year:  The following section 
was amended in 1979 as follows. 

 
Prohibition and penalty for exceeding budget.  (a) No city or county 
board of education shall spend or obligate itself to spend more money in 
any fiscal year than the estimate of income available to that board of 
education for that year, plus balances on hand at the beginning of the 
fiscal year, which estimate shall be approved by the state superintendent 
of education, if such excess expenditure or excess obligation to spend 
results in a deficit for that fiscal year, except as provided in Section 16-13-
145. The estimate of income shall include estimates of income from 
revenue receipts from all sources and estimates of nonrevenue receipts 
from all sources, but excluding all funds derived from loans other than 
loans obtained by the issuance of school warrants authorized by the laws 
of the state.  Provided, however, this section shall not apply to the 1979-
1980 or any subsequent fiscal year where there is proration of education 
funds going to local school boards.  During years in which proration is 
declared, local city and county boards of education shall have the 
authority to transfer expenditures between and among line item 
categories, provided that no funds shall be transferred from salaries 
to other line item categories.   

(b) If a city or county board of education in any fiscal year violates 
the provisions of this section, the state board of education shall reduce in 
the succeeding fiscal year the allotment from the minimum program fund 
to which such county or city board of education is otherwise entitled an 
amount equal to one-fourth of said deficit. 

(c) If any city of county superintendent at any time makes a 
financial statement to his board of education or to the state superintendent 
of education in which the superintendent purposely misrepresents the 
amount of the deficit or obligations outstanding of his board of education, 
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he or she shall be guilty of a misdemeanor and punishable by a fine of not 
less than $100 and not more than $500 (Code of Alabama 1975, Section 
16-13-144). 

 
 This Code Section was modified in the education reform legislation of 1995 to 
read as follows: 
 

Prohibition and penalty for exceeding budget; waiver of penalty.   (a) 
No local board of education shall spend or obligate itself to spend more 
money in any fiscal year than the estimate of income available to that 
board of education for that year, plus balances on hand at the beginning of 
the fiscal year, which estimate shall be approved by the State 
Superintendent of Education, if the excess expenditure or excess 
obligation to spend results in a deficit for that fiscal year, except as 
provided in Section 16-13-145. The estimate of income shall include 
estimates of income from revenue receipts from all sources and estimates 
of nonrevenue receipts from all sources, but excluding all funds derived 
from loans other than loans obtained by the issuance of school warrants 
authorized by the laws of the state. This section shall not apply to any 
fiscal year where there is proration of education funds going to local 
boards of education. No funds shall be transferred by any board of 
education from salary allocations to any other expenditure or for any 
other purpose. In times of proration, salaries shall not be subject to 
proration. 

(b)(1) If a local board of education in any fiscal year violates this 
section, the State Superintendent of Education shall reduce in the 
succeeding fiscal year the allotment from the Foundation Program Fund to 
which the local board of education is otherwise entitled an amount equal 
to one-fourth of the deficit. 

(2) The State Superintendent of Education may waive all or part of 
the penalty if the school system has made a substantial effort to remove 
the deficit and agrees to develop an approved financial plan. 

(c) If any local superintendent at any time makes a financial 
statement to his or her local board of education or to the State 
Superintendent of Education in which the superintendent purposely 
misrepresents the amount of the deficit or obligations outstanding of his or 
her local board of education, he or she shall be guilty of a misdemeanor 
and punishable by a fine of not less than one hundred dollars ($100) and 
not more than five hundred dollars ($500) (Code of Alabama 1975, 
Section 16-13-144). 
 

Proration Tomorrow? 
 

 Several striking changes have thus occurred in this Section.  (1)  The legal 
authority to transfer among line items during a year of proration granted in 1979 for FY 
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1979-80 and in effect until 1995 has vanished.  No authority exists today to transfer 
among line items during a year of proration.  (2)  In the prior version of this Section, the 
Code emphasized that no funds shall be transferred from salaries to other line item 
categories even during a year of proration.  The 1995 modifications retained this 
limitation, but further stipulates that in times of  proration, salaries shall not be subject to 
proration. 
 

While the salaries of teachers have never been prorated at the local board level 
based upon the concept of “obligation of contracts,” no such language has existed in the 
Code.  This new language affirming that salaries shall not be subject to proration is 
entirely new and could be interpreted to mean that state salary allocations, formerly 
subject to proration, are no longer subject to proration.  This same prohibition appears 
in Section 16-6B-9:  “No funds shall be transferred by any board of education from 
salary allocations to any other expenditure or for any other purpose. In times of 
proration, salaries shall not be subject to proration.“  It appears the Legislature had 
a purpose in inserting this prohibition in the Education Accountability Plan and into the 
Education Finance Plan.  The last major change was (3) the insertion of language 
allowing the State Superintendent to waive all or part of the financial penalty to be 
assessed against a local board of education for expending more money than the 
estimate of income available plus balances on hand.   

 
 Up until FY 1993-94, the education appropriations bill contained numerous line 
items for K-12.  In the event of proration, local boards were allowed to freely transfer 
funds amount the various line items,  with the simple limitation that salaries were not to 
be reduced and at least 80 percent of the classroom instructional supply money was to 
remain.  Now, given the reduction in items of appropriation it must be assumed that 
local boards no longer have the authority to transfer among line items.  Therefore, funds 
appropriated for categorical aid program such as the Transportation Program and the 
At-Risk Student Program cannot be transferred into the Foundation Program.  The State 
Board of Education does have status to request that the State Finance Director exercise 
his authority under the Budget Management Act of 1976 and approve a program 
transfer within the appropriation to the State Board of Education for the Foundation 
Program, the Transportation Program, and the At-Risk Program.  This authority does 
not exist currently to be made by local boards of education.  However, this is a zero sum 
game. 
 
The Transportation Program.  The Transportation Program brings up several 
problems.  Even if funds could be transferred out from the Transportation Program to 
the Foundation Program, several limitations exist.  The Transportation Program is 
appropriated based upon two cost factors.  The first is the allowance for current 
operating costs.  This allowance includes salaries, which are not subject to proration, 
and is based upon the most cost-efficient transportation program a local board can 
operate.  There are no excess appropriations to local boards for this purpose, and given 
increasing fuel costs, probably insufficient appropriations.  The second factor is the 
depreciation allowance as follows: 
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 (b) The allowance for transportation provided in (a) above shall 
include funding for depreciation based on a depreciation schedule 
established by the State Board of Education.  The depreciation funding 
included in the transportation allowance shall be set aside in a restricted 
fund by the local boards of education for fleet renewal only and shall not 
be used for operating costs.  These transportation cost allowance 
depreciation funds shall not revert to the Education Trust Fund but shall 
be carried forward from fiscal year to fiscal year to renew the 
transportation fleet of the local boards of education (Acts of Alabama 
1975, Section 16-13-233). 

 
 A possible conclusion of this section is that the amount to be set aside annually 
for the depreciation allowance is neither contingent nor dependent upon ETF funding.  
Rather, it shall be the amount established by the State Board of Education.  Proration of 
the ETF may not serve to reduce this amount and the local board would still be required 
under the provisions of state law to escrow the amount based upon the State Board of 
Education approved depreciation schedule.   
 
The At-Risk Program.  The status of the At-Risk Program for FY 2000-2001 presents 
further problems.  Each local board of education is required by statute to budget at least 
$100 per at-risk student from state or federal funds (Code of Alabama 1975, Section 16-
6B-3).  The Legislature began in FY 1997-98 making an annual appropriation for this 
purpose as a separate program in the annual educational appropriations bill.  
Accompanying language for FY 2000-2001 (Act 2000-594) specially states that these 
funds shall be maintained in separate school accounts and shall not become a part of a 
local school district’s general operating budget.  The language further requires that at 
least 20% of the funds be expended to partner with non-profit community organizations 
in planning and implementing such at-risk programs.  It would be reasonably anticipated 
that most, if not all of the local school system’s pro rata share of these funds would have 
become encumbered by partnership agreements, personnel contracts, or other provider 
contacts as soon as possible. 
 
Line Items and the 1995 Foundation Program.  An interesting question is whether the 
Foundation Program consists of line items as the total cost is completely formula 
generated and statutory language requires that it be expended according to the cost 
factors by which it was calculated.  If the Foundation Program were determine to be an 
accumulation of line items, it might be doubtful that any reduction that was made in 
Classroom Instructional Supplies could be spent for any other purpose.  The opposite 
conclusion is that the Foundation Program is a single item of appropriation by the state 
and the total amount of the ETF share of the program is prorated.  The operative 
conditions are that salaries cannot be prorated, fringe benefits cannot be prorated since 
they are established as separate costs based upon salaries (Social security, Teachers’ 
Retirement System, Unemployment Compensation) or upon employment (PEEHIP, and 
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Sick and Personal Leave), and that -- prior to December 1 – Classroom Instructional 
Support only up to 80 percent excluding textbooks.   

 
 The Legislature has expressed its intent that adequate textbooks and other 
instructional materials be available in all schools as follows: 
 

(a)  The Legislature finds that textbooks and other instructional 
materials are among the basis tools of learning that must exist if Alabama 
students are to succeed. 

(b) All students in the public schools shall be provided with 
adequate and current textbooks and other necessary instructional supplies 
for use in their education.  Textbooks and other supporting materials shall 
be appropriate for their course work and shall be in suitable condition.  
Where textbooks are issued pursuant to Section 16-36-69, every student 
shall have his or her own copy of the issued textbook of the correct 
edition, which he or she shall be permitted to take home each day for 
home study for the entire school year or the portion of the year when the 
book is issued. 

(e) Instructional supplies, including library books and media 
resources, science equipment, classroom furniture, audiovisual 
equipment, maps and globes, chalkboards, art and music supplies, and 
other educational materials shall be provided in all schools in adequate 
form and quantity.  It shall not be necessary for teachers to make personal 
expenditures to provide the materials described in this section (Code of 
Alabama 1975, Section 16-36-70). 

 
Given the separate statutory mandate for these resources to be provided, it might not 
be possible for local boards of education to not expend fully the allotment provided in 
the annual education appropriations bill for textbooks.  In addition. the same 
requirement might exist for classroom instructional supplies.  A further limitation might 
be construed from another Code Section: 
 

 Because the Legislature believes classroom instructional support 
funds to be critically important, the following conditions will apply to the 
budgeting process of each local board of education: 
 (1) Classroom instructional materials and supplies must be 
budgeted at the rate appropriated per teacher unit by the Legislature in the 
Foundation Program (Code of Alabama 1975, Section 16-6B-10). 

 
This Section, which continues for the other categories of Classroom Instructional 
Supplies, could be interpreted that the intent of the Legislature was that even under the 
conditions of proration, the amount actually appropriated per teacher unit must be 
budgeted by local boards of education.   
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Classroom Instructional Supplies.  Language first appeared in the Education 
Appropriations Bill for FY 1987-88 restricting the use of funds appropriated for 
Classroom Instructional Supplies should proration be called: 
 

In the event proration is declared in the Alabama Special 
Educational Trust Fund, each local school system shall expend at least 
50% of its allocation of the above appropriation for instructional supplies 
notwithstanding the provisions of Code of Alabama 1975, Section 16-13-
144 (Acts1987, 87-714, p. 11).   

 
While there was some concern that this was “legislating” within an appropriations 

bill, the practice continued at 50% for the next fiscal year (Act 88-692, p. 12).  The next 
year this language was modified to guarantee expenditures of at least 80 of Classroom 
Instructional Supplies as earmarked  (Act 89-351, p. 16.)  This practice continued (Act 
90-735, p. 15, Act 91-732, p. 16, Act 92-620, p. 17, Act 93-772, p. 19) until FY 1994-95 
when in an unusual event a lump sum was appropriated to the State Board of Education 
for the K-12 Foundation Program and Equity Fund for equity allocation in light of the 
equity funding lawsuit.  Under this appropriation, all line items and accompanying 
language disappeared (Act 94-470, p. 15) 
 
 With the passage of education finance reform legislation in 1995, this same 
provision was placed in statute but in a broader context as amended in 1997 and 1999.  
Classroom Instructional Supplies became defined as all of Classroom Instructional 
Support as a cost factor of the 1995 Foundation Program: 
 

 (a) For purposes of this section, classroom instructional support 
means all components of classroom instructional support as provided in 
the Foundation Program, with the exception of textbook funds, as 
specified in Sections 16-6B-10 and 16-13-231, including, but not limited to, 
library enhancement, classroom materials and supplies, professional 
development, technology, and other classroom instructional support 
approved by the State Board of Education. 
 All funds allocated in the Foundation Program for library 
enhancement, technology, and professional development shall be spent 
only for the purpose for which they were allocated.  Media specialists shall 
be consulted in budgeting all library enhancement funds (Code of 
Alabama 1975, Section 16-1-8.1). 
 

Chapter 6B is the Education Accountability Plan and Chapter 13 relates to School 
Finances Generally, and Section 16-13-231 is the apportionment plan for the 
Foundation Program Fund.  To further clarify this intent, new language was also added 
as follows: 
 

 (12)  COLLATERAL REFERENCES.  References to “instructional 
supplies” contained in Section 16-6B-10 shall be understood to be the 
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same as “materials and supplies.” (Code of Alabama 1975, Section 16-1-
8.1). 

 
A timeline also is mandated for the allocation of all of the funds for classroom 
instructional support to teachers: 
 

(4) TIMELINES. Any or all of the funds for materials and supplies 
shall be made available to each teacher before December 1; however, the 
teacher may order, in whole or in part, his or her allocation anytime during 
the applicable fiscal year. It is the intent of the Legislature that teachers 
should have their full allocation of materials and supplies as soon in the 
school year as possible in order to promote learning (Code of Alabama 
1975, Section 16-1-8.1). 

 
The purpose of making the allocation available before December 1 of each fiscal 

year is to make sure that current year funds can be expended for current year activities.  
It would appear that if proration of the ETF occurs after December 1, then 100 percent 
of that fiscal year’s allocation for the specified components of Classroom Instructional 
Support should have been transferred from the control and authority of the local board 
of education to the budget committees of the respective school site and is not subject to 
proration at the local school/school site level.  In other words, the funds are already 
expended and the resulting proration from the ETF would be replaced by funds from 
other sources at the local board level.  If, however, proration of the ETF were declared 
prior to this date, it would appear that the following code would govern the application of 
proration at the local board and local school site level: 
 

(9) PRORATION. In the event proration of the Education Trust 
Fund is declared by the Governor, each local school system shall 
nevertheless insure that at least 80 percent of its allocation per teacher for 
materials and supplies shall be expended according to the provisions of 
this section. No portion of a teacher’s materials and supplies money shall 
be withheld until and unless the Governor officially declares proration of 
the Education Trust Fund (Code of Alabama 1975, Section 16-1-8.1) 

 
 Under this circumstance, it would appear that a call of proration prior to December 
1 by the Governor would allow a reduction of 20 percent of the above items of 
expenditure.  In the case of FY 2000-2001, this cost factor of the 1995 Foundation 
Program including textbooks amounts to $100,989,668 including textbooks.  Assuming the 
ten mill chargeback applies pro rata to each cost factor of the 1995 Foundation Program, 
then $91,572,703 of this total would be generated from the ETF.  Assuming that the 80 
percent applies to the entire cost ($100,989,668) then $20,197,934 would be available to 
the local board to fund the local boards’ 1995 Foundation Program Cost, or if the 
chargeback is considered, then $18,314,541. 
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 Compare this potential cost reduction with the fact that a one percent proration of 
the ETF appropriation to the 1995 Foundation Program for FY 2000-2001 would amount to 
$24,698,705.  The 80 percent gained in less than one percent proration.  Again, however, 
this potential cost reduction may be available only if proration were declared by the 
Governor prior to December 1 of the fiscal year. 
 

Proration FY 2000-2001 and Flexibility:  A Good Idea? 
 

Considering the impact of proration and the limited flexibility imposed by the 
education finance reforms of 1995, the Legislature in the Regular Session of 2001 
passed a bill whose purpose was to minimize the effects of proration.  This legislation 
allowed local boards of education to make transfers of funds between line-items for 
fiscal year 2001 and for fiscal year 2002 if extended by the Legislature in the Education 
Trust Fund Appropriation Act for fiscal year 2001-02. The legislation required local 
boards to submit a plan to the state superintendent in order to transfer funds; this 
legislation also authorized the Legislature to appropriate Public School Fund revenues 
for operating expenses for fiscal years 2001 and 2002.  
 

Section 2. During fiscal year 2001, local city and county boards of 
education shall have authority, with the recommendation of the local 
superintendent, to transfer any state, local, or other revenues, including 
but not limited to Education Trust Fund and Public School Fund (except 
Public School Fund monies dedicated to a specific capital outlay project or 
debt service and except for Alabama Public School and College Authority 
funds which are allocated for a specific capital outlay project) between and 
among appropriated line-item categories. No state funds shall be 
transferred from funds appropriated for salaries, fringe benefits, classroom 
materials and supplies, or at-risk appropriations to other line-item 
categories. 

 
Section 3. The Legislature in the Education Trust Fund 

appropriation act for fiscal year 2002 shall authorize local city and county 
boards of education, with the recommendation of the local superintendent, 
to transfer any state, local, or other revenues, including but not limited to 
Education Trust Fund and Public School Fund (except Public School Fund 
monies dedicated to a specific capital outlay project or debt service and 
except for Alabama Public School and College Authority funds which are 
allocated for a specific capital outlay project) between and among 
appropriated line-item categories. No state funds shall be transferred from 
funds appropriated for salaries, fringe benefits, classroom materials and 
supplies, or at-risk appropriations to other line-item categories. 

 
Section 4. Prior to any implementation of the flexibility provisions of 

this act, the local board of education must produce a plan indicating the 
source and amount to be transferred from each line-item and show that 
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the transfer of funds is necessary to minimize the lay-off of locally 
employed personnel providing education services. The plan shall be 
submitted to the State Superintendent of Education for approval and shall 
also be made available to the public at the same time it is submitted to the 
State Superintendent. Failure to follow the plan once approved shall result 
in immediate state intervention and the subsequent withdrawal of 
approval. In instances where there are no lay-offs due to proration or the 
school system is in position of desperate financial need and sufficient 
other funds are not available from the Public School Funds, local funds, or 
other sources of revenue, the State Superintendent of Education will be 
empowered in such circumstances to allow flexibility through an approved 
plan to pay for essential educational services for students. Before 
approval of the proposed plan, the State Superintendent shall review all 
existing fund balances, the essential purpose which can only be funded 
through the flexibility provided as proposed, the economic factors that 
affect local revenues and any loss of funding because of a drop in student 
enrollment. Prior to final approval of any proposed plan, the State 
Superintendent shall take care to assure that the first priority in use of 
flexibility funds shall be to prevent lay-off of personnel. 

 
Section 5. The provisions of Section 16-13-234 notwithstanding, the 

Legislature may for fiscal year 2001 and/or 2002 appropriate funds from 
the Public School Fund to the State Board of Education to be allocated to 
local boards of education for operating expenses including salaries, 
benefits, materials and supplies, and operating costs. The State 
Superintendent of Education shall allocate and distribute the funds using 
the same formula as provided for the Public School Fund distribution in 
Section 16-13-234, provided however, no local matching shall be required 
(Acts of Alabama 2001, Act 2001-308). 

 
 While the provisions of this act were implemented to the extent feasible for FY 
2000-2001, the impact was minimized due to the fact that many funds which were 
authorized to be flexible were already committed by local boards of education.  These 
would include capital purchases and debt service of funds from the Public School Fund 
in the Capital Outlay Allocation and for Fleet Renewal in the Transportation Allocation.  
The necessary language to implement these provisions did not appear as required in 
the FY 2001-2002 annual education appropriations bill. 
 

Proration FY 2000-2001 and APSCA Bond Issue 
 

In addition to the so called “flexibility bill” described above, the Legislature in the 
2001 Regular Session passed another bill whose purpose was to lessen the negative 
financial impact of proration of local boards of education.  It was an additional Alabama 
Public School and College Authority Bond Issue not to exceed $110 million and whose 
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distribution was so be determined by the outcome of the litigation involving the 
application of proration for FY 2000-2001 between K-12 and higher education. 

 
The purposes for the APSCA bond issue follow: 
 

(a) The Authority is hereby authorized to sell and issue its Bonds in 
the principal amounts authorized in Section 10 for the following purposes: 
to provide funds to local boards of educations and/or Institutions for the 
purchase and repair of equipment and building and other capital outlay 
projects and for the retirement of indebtedness incurred by any such 
Institution. 

 
  The linking of the distribution of the proceeds of the APSCA issue and the 
pending litigation involving the application of proration follows: 
 

Section 10. If prior to September 30, 2001 there is a final 
disposition of the case CV-2001-345 pending appeal in the Supreme 
Court of Alabama from the Montgomery Circuit Court, then Bonds will be 
issued and allocated in a manner that will result in: 
(1) The local boards of education receiving Bond proceeds in an amount 
in the aggregate that will result in their total receipts (prorated Education 
Trust Fund under Act 2000-594 and as altered by case CV-2001-345 and 
Bond proceeds) being equal to 96.24% of their total appropriation from the 
Education Trust Fund under Act 2000-594. However, if the distribution 
formula of Education Trust Fund appropriations which resulted from the 
Attorney General's opinion dated February 28, 2001 remains in effect after 
final disposition of the case, no Bond proceeds will be distributed to the 
local boards of education, nor will such distribution formula of Education 
Trust Fund appropriations for FY 2001 be altered. 
(2) Each of the institutions of higher education on an individual basis will 
be provided Bond proceeds in an amount that will result in their total 
receipts (prorated Education Trust Fund under Act 2000-594 and as 
altered by case CV-2001-345 and Bond proceeds) being equal to 96.24% 
of their operations and maintenance appropriation from the Education 
Trust Fund under Act 2000-594. The total maximum amount of Bonds 
which may be issued under this act shall not exceed the principal amount 
of $110 million which shall include any issuance expenses and also any 
interest capitalization expenses for fiscal year 2002 only. 

 
Section 11. It is the express purpose and intent of the Legislature 

that this act and bond issue provided for by this act is not intended and 
shall not be interpreted as having any effect whatsoever on any past, 
present, or future proration against the Education Trust Fund, including 
but not limited to proration of FY 2001 appropriations. 
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Acceptance of the bond proceeds provided for in this act shall in no 
way affect the legal rights, claims, status, standing or legal arguments of 
any recipient in any lawsuit regarding proration of state funds or the 
constitutional status of any recipient of state funds. Accordingly, 
participation in the bond issue provided for by this act shall not be 
interpreted as prejudicing the past, present, or future rights, claims, status, 
or standing of any party in connection with such Litigation. (SB626, 2001 
Regular Session, Act 2001-668) 

 
 While the stated purpose of this bond issue was to mitigate the impact of 
proration for the fiscal year ending September 30, 2001, the bond proceeds were not 
actually distributed to local boards until January and February of  2002.   The plan was 
that by bringing all eligible line items receiving ETF appropriations prorated to 93.80% of 
the full value a supplement to bring their appropriations prorated to 96.24%, an imputed 
proration impact reduction of 2.44% would take place.  This would occur whether any 
line items of K-12 were protected or not in the court action.  No line items of K-12 were 
protected by the Court, so the bond issue proceeds were distributed across the board to 
replace a percentage of the proration.   A problem in the distribution of the bond issue 
was that the purpose to which the proceeds were to be put determined as to whether 
the bond were taxable or tax exempt.   
 
  Bonds were sold in the amount of $98,466,072 and the net proceeds distributed 
according to the following Table. 
 

Distribution of 2001 APSCA Issue, Series B & C 

Category  Taxable   Tax Exempt  Total 
Percent of 

Total 
K-12 Systems  $      12,390,492   $      56,361,533   $      68,752,025  71.02% 
Two Year College System  $           253,608   $        5,558,167   $        5,811,775  6.00% 
Universities  $                   -     $      20,472,631   $      20,472,631  21.15% 
Other  $                   -     $        1,774,432   $        1,774,432  1.83% 
Total  $      12,644,100   $      84,166,763   $      96,810,863  100.00% 

 
While the initial interest and principal debt service payment was made from the 
proceeds of the sale, the annual debt service will become a part of the deduction made 
from sales tax after FY 2001-2002. 
 
 

SUMMARY AND CONCLUSIONS 
 
 Proration of the ETF, if it occurs in the near future, is likely to be cushioned by 
reserves being established in the ETF Proration Prevention Account and the ETF Rainy 
Day Account.  Revenue estimation continues to improve in quality.  The realistic 
scenario is that Proration could occur again, but its severity and financial impact is 
expected to be milder than in previous years.  
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21.  Annual Public Budget Hearings Mandated  
 

 In 1997, the Legislature (Code of Alabama 1975, Section 16-13-140). amended 
the budget requirements for local boards of education that had been virtually unchanged 
since 1939 to include the requirement for at least two public hearings.  The inclusion of 
this statutory requirement changed the budget development process for one which 
occurred in the central office and the board room to one which was discussed, 
presented, and defended in public.  The additional information that could be obtained 
through the new financing system approved in 1995, the expanded accounting system, 
and the accountability requirements required significant changes in the budget making 
process.  This statutory requirement referred to as Act 97-624 follows: 

 (a) There shall be a budget system for the public schools of each 
county and city for the purpose of promoting economy and efficiency in the 
finances of the public schools. 

 (b) The State Department of Education shall prepare proposed annual 
budget forms for each local board of education and shall make the forms 
available to each local superintendent of education by August 1 of the first 
year of each legislative quadrennium and by July 1 of each subsequent 
year of each legislative quadrennium for use with public hearings. The 
forms shall be clear, uniform, and concise in order to promote 
understanding by the general public of the budget process. 

 (c) Each local board of education shall hold at least two open public 
hearings pertaining to its proposed annual budget. Copies of the proposed 
budget shall be provided to the public at each hearing on forms provided 
by the State Department of Education. Each board shall seek input from 
the public concerning the proposed budget and the allocation of 
resources. Each hearing shall be held during a scheduled board meeting 
in a place and at a time convenient for the general public to attend. The 
chair of each board shall publicize the date and time of each hearing in the 
local media in advance of the hearing. In addition, notice of each hearing 
shall be posted in a conspicuous place at the offices of the local board of 
education, the county courthouse, the main municipal building, and at 
each affected school. The proposed budget shall reflect the total amount 
of resources available to the board from all funding and revenue sources. 
The projected enrollment and the total proposed expenditure by each 
board and for each school shall be available at the public hearings. The 
proposed budget shall clearly delineate the number of teachers, librarians, 
counselors, administrators and other support personnel projected to be 
employed at each school. The proposed budget shall clearly list the 
operating costs by category or function at each school. The proposed 
budget shall delineate by school those operating resources earned, 
including, but not necessarily limited to, those items contained in the 
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Instructional Support Program of the Foundation Program, designating the 
amount of funds earned at each school per item based on average daily 
membership. After at least two public hearings have been held, the local 
board and superintendent shall cause a final budget to be developed 
consistent with the laws of this state, and shall make copies of the final 
budget available to the public upon request. Copies of the budget and 
other financial documents may be secured from the superintendent at a 
cost not to exceed the cost of production of the document. 

 (d) On or before October 1 of each year, each local board of education 
shall prepare and submit to the State Superintendent of Education the 
final annual budget adopted by the local board of education, which budget 
shall be prepared and submitted according to the classifications and items 
specified on forms provided therefor and in accordance with the 
regulations of the State Board of Education. 

 (e) No local board of education, or superintendent thereof, shall 
approve any budget for operation of the school for any fiscal year which 
shall show expenditures in excess of income estimated to be available by 
the various state and other officials, as required in Sections 16-13-141 and 
16-13-142, plus any balances on hand, except under conditions set forth 
by the laws of the state governing the issuance of school warrants (Code 
of Alabama 1975, Section 16-13-140)(Act 97-624). 

 
Implementation by State Department of Education 

 
In order to comply with the provisions of Act 97-624, the State Department of 

Education (SDE) has developed standardized forms to be used in presenting the FY 
2005 proposed budget at the required public hearings.  The FY 2005 budget was due to 
the SDE no later than August 16, 2004.  Both of the required hearings should be held 
prior to submitting an LEA budget to the SDE.  All other forms and instructions are 
available on the SDE website (www.alsde.edu) in the LEA Financial Assistance Section.  
Click on “Budget Hearings” category for a list of available documents, including the 
following: 
 
1.   Requirements for Budget Hearings and Instructions for Completing Forms.  

This is a brief summary of the required information which must be available at the 
hearing and the corresponding form to be used to present this information.   

 
2.   Proposed Budget Forms.  The allocation information required on the attachments 

is provided for each school site cost center.  This report should be generated by 
your accounting software. 
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3.   Response to Review of Proposed Annual Budget.  Form for the general public’s 
use to respond in writing to their review of the proposed annual budget.  It is 
recommended that the proposed budget be made available 24 to 48 hours prior to 
the meeting in order to give the public time to review the information.   

 
The forms indicated above will provide the minimum information as required by 

law.  There are additional documents that may be included to provide additional 
information at the hearings. These forms will provide the minimum information as 
required by law.   

 
Required Information for Budget Hearings 

 
LEA Budget shall include: Form to be used: 

a.  Total resources available to LEA 
from all funding and revenue 
sources 

Proposed annual Budget or Revenues and 
Expenditures  

b.  Total proposed expenditures by 
school and total for LEA 

1.  Proposed Annual Budget of Revenues 
and Expenditures  

2. Proposed Budget of Expenditures by 
School or cost Center  

c.  Proposed expenditures by category 
or function 

Proposed Budget of Expenditures by School 
or Cost Center 

d.  Operating resources earned by 
school for Foundation Program 

Attachment to Proposed Budget by School or 
Cost Center 

e.  Projected enrollment by school and 
total for LEA 

Attachment to Proposed Budget by School or 
Cost Center 

f.  Number to be employed at each 
school by the following categories: 

Teachers 
Librarians 
Counselors 
Administrators 
Other Support Personnel 

Attachment to Proposed Budget by School or 
Cost Center 

 
 

Instructions For Completing Forms 
 

The forms which will follow will provide a standardized format and include the 
minimum information which must be presented to the public in order to comply with 
Code of Alabama 1975, Section 16-13-140. 
 
A. Proposed Annual Budget of Revenues and Expenditures.  This document 

should include the LEA’s total budget. 
 1. By Fund Type 

2. Detail of all revenues budgeted 
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 3. Expenditures Budgeted summarized by major function 
 
 Supplemental Information which should include the following: 

a.    Foundation Program Operating Resources Earned (State/local Funds) 
b. Total Projected Enrollment for LEA 
c.   Total Projected Employees 

 
B. Proposed Annual Budget of Expenditures - By School or Cost Center.  This 

document should be prepared for each cost center as follows: 
 
 1.  Non-School Sites (Special Populations) 
 2.  School Sites 
 3.  Vocational Centers       
 4.  Cost Center Pools grouped as follows: 
     Cost Center Codes 
  a.  Instructional Services   (8100-8199) 
  b. Student Support Services  (8210-8219) 
  c.  Instructional Staff Support   (8200-8299) 
  d. School Administrative Services  (8230-8299) 
  c.  Operation and Maintenance   (8300-8399) 
  d.  Auxiliary Services - Student Transportation   (8410-8419) 
  e.  Food Service Operations   (8420-8429) 
  g.  General Administrative Services   (8600-8699) 
  
 5.  Non-Regular Instruction 
  a.  Capital Outlay   (9100-9199) 
  b.  Debt Service   (9200-9299) 
  c.  Adult Continuing Education  (9300-9399) 
  d. Non-Public Schools  (9400-9499) 
  e. Community Services  (9500-9549) 
  f.    All Others   (9550-9999) 
 
 The school/cost center budget reflects budgeted expenditures by major function and 
major object for each fund type. 
 
Supplemental Information.  This document should include the following: 
 

a. Foundation Program Operating Resources Earned (State/local Funds).   This 
information will be completed by the State Department of Education for all school 
sites that make up the LEA’s total Foundation Program Allocation. 

 
Note:  Other cost centers such as cost center pool budgets will not have data  for 
this item for the following reasons: 
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 (i) Resources earned at a school site may be included in another cost center 
budget. Some employees and/or activities that serve more than one school 
site may therefore be budgeted in cost center pools.  

 
(ii) Resources earned and allocated by law to a school are to be budgeted to 

each school in an equitable manner based on the needs of the students and 
the schools, as reflected in the current year’s actual student populations. 

 
b. Projected Enrollment By School. The LEA will complete for all school sites. 
 
c. Projected Employees By School/Cost Center.  The LEA will complete for all 

schools and other cost center budgets.  Note:  The sum of items a, b and c 
should agree with the systemwide data for these same items. 

 
d. Local School Funds Budgeted.  This item should reflect the revenues (classified 

as public and non-public) that are included in the LEA budget to meet proposed 
expenditures at each school site. 

 
e. Other Pertinent Information Relating to the School Site and/or Cost Center 

Budget.  The LEA should include any additional information here that is unique to 
the cost center that will further explain to the public the budget for that cost 
center. 
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22.  Budgeting School Internal Funds 
 

School Internal Funds are defined as all monies collected and disbursed by 
personnel within a school for the benefit of the school or a school-sponsored 
activity.  Internal funds shall be considered as funds from public or non-public sources 
under the control and supervision of the local board of education with the principal 
having responsibility as prescribed by the board. 

 
A school may have two sources of funds to spend on its educational and extra-

curricular activities: the school's budget line account and the school's Internal Accounts. 
Local, state and federal governmental revenues can primarily fund the school budget 
line account. However, the school's Internal Account is a cash management system to 
handle the cash that flows through each school from students, parents and the 
community. The sources of this cash are varied: student fees, fundraising activities, 
special events, lease income and gifts or grants. Good financial management, 
budgeting and recordkeeping are necessary for both accounts.  It is this type of 
revenues which will be considered in this Chapter.  

 
Public and Non-Public School Internal Funds 

 
School Funds must be accounted for in the accounting system.  In Alabama, the 

funds maintained at the local schools are recorded in two major categories: 
 
 1. Public Funds 
 2. Non-Public Funds 
 
Generally Public Funds contain revenues that are generated by a school wide-activity. 
The revenues thus generated are unrestricted and can be expended for the benefit of all 
students.  These funds are controlled primarily by the principal.  On the other hand, 
Non-Public Funds contain revenues that are generated for a specific group.  The 
revenues are restricted to be expended for the benefit of that specific group.  These 
funds are controlled by the sponsor/students of the specific group and/or the parental 
organization.  Consequently, these revenues represent two very different types of 
activities.  Therefore, they are recorded in the accounting system differently.  The 
proper classification is discussed in the following sections.  
 
 Accounting transactions are recorded into four (4) major classifications: 
 
 I.   GOVERNMENTAL FUND TYPES 
 II. PROPRIETARY FUND TYPES 
 III. FIDUCIARY FUND TYPES 
 IV. ACCOUNT GROUPS 
 
These four (4) major classifications are divided into the following categories, called fund 
types and account groups.  The fund type to be used is determined by the nature and 
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purpose of the revenue to be recorded.  Modules 25 and 26 will be used to indicate the 
desired fund type to be used to record the transaction related to the revenue source.  
For the purposes of this discussion, the recording by fund numbers of public and non-
public revenues will be as follows in Table 22-1: 
 

Table 22-1 
Types of Fund Types and Fund Numbers 

               TYPE OF FUND FUND NUMBERS 
I.   Governmental Fund Type (10-19) 
  General  11 
  Special Revenue  12 
  Debt Service  13 
  Capital Projects  14 
 
II.   Proprietary Fund Types (20-29) 
  Enterprise  21 
  Internal Service  22 
 
III. Fiduciary Fund Types (30-40) 
  Trust (30-34) 
   Non-expendable Trust  31 
   Expendable Trust  32 
  Agency (35-40) 
   Payroll Clearing  38 
   Accounts Payable Clearing  39 
   Other Agency  40 
 
IV. Account Groups (80-89) 
  General Fixed Asset  88 
  General Long-Term Debt  89  

 
 
 The accounting system uses a twenty-seven (27) digit code by numbers 
employed as dimensions in the accounting system.  Of these the local school will 
primarily be concerned only with only fifteen (15).   The Account Code, the Object of 
Expenditure Code, the Funding Source Code, and the Program Code are the only 
numbers that are consistently changing. 
 
 1. The Fund is always coded as 12 for Public and 32 for Non-Public Funds. 
 2. The Account Type is always 4 for Revenue or 5 for Expenditure.  However 

the code for the Fund Balance for Public Funds would be 12-3-0359-000-
ccc-7101-0-000-000. 

 3. The Cost Center Code is always the same, the SDE assigned number for 
the approved school site.  

 4.   The Appropriation Number is always “0.” 
 5.   The Special Use Code is used only as the central office directs. 
 6. The Account Code and Revenue (Funding) Sources are always the same 

for Revenues.   
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 Examples of the types of revenue codes which are available to be used follow in 
Table 22-2 which follows: 
 

Table 22-2 
________________________Local School Revenue Sources      
Local School Revenue – Public  FUND TYPE Revenue Account Code 

   12  (7000-7999)   
 Admissions      7110 
 Appropriations     7140 
 Concessions     7180 
 Commissions     7220 
 Dues & Fees (Required)     7260 
 Fines & Penalties      7300 
 Fund Raiser      7340 
 Grants      7380 
 Sales     7420 
 Donations     7430 
 Accommodations     7440 
 Other     7490 
 

Local School Revenue - Non Public  FUND TYPE Revenue Account Code 
   32  (7500-7999)   
 Concessions     7510 
 Dues & Fees (Self-imposed)    7610 
 Fund Raiser     7710 
 Donations     7810 
 Accommodations     7850 
 Other     7910 

 
There should be a worksheet for each fund activity.  Remember that Revenues do not 
have object codes and program codes. 
 
 The importance of proper accounting for these funds cannot be overemphasized.  
Historically, little attention has been given to accounting for these types of funds in local 
school systems.  The very nature of these funds, however, makes them especially 
vulnerable to error, misuse, and fraud.  They represent large sums of money when 
capturing student-generated funds, receipts and disbursements related to athletics, and 
the broad variety of co-curricular and extracurricular events sponsored by local schools 
today.   
 

Student Activity Funds and District Activity Funds 
 

Nomenclature in Alabama is different from other states for school internal funds. 
The term generally used nationwide is activity funds of two types which are established 
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to direct and account for monies used to support co-curricular and extra-curricular 
student activities. As a general rule, co-curricular activities are any kinds of school-
related activities outside the regular classroom that directly add value to the formal or 
stated curriculum. Co-curricular activities involve a wide range of student clubs and 
organizations.  Extra-curricular activities encompass a wide variety of other district-
directed activities, typified by organized sports and other non-academic interscholastic 
competitions. The accounting structure should take into consideration that individual 
states may have their own classifications for co- and extra-curricular activities. For 
example, some states might choose to classify music and drama events, academic 
competitions such as debate, and so forth as co-curricular, whereas other states might 
classify these activities as extra-curricular. In either case, a system of classification for 
purposes of program cost accumulation and reporting is necessary.  Individual states 
may already have directive legislation and/or advisory guidelines for the treatment of 
activity funds.  Consequently, each state’s statutory requirements for accounting for 
activity fund monies may vary. 

 
Activity funds are unique to school districts. Two classifications are commonly 

recognized:  Student activity funds, which belong to the students and are used to 
support student organizations  and clubs, and District activity funds, which belong to the 
school district and are used to support district (in Alabama this would be school system 
or LEA) programs. The distinction is based on the purpose of the funds, that is, the 
programs supported by the funds. The test rests in the definitions of each: 

 
• Student activity funds support activities that are based in student organizations.  

Students not only participate in the activities of the organization, but also are 
involved in managing and directing the organization’s activities. An important 
distinction is that disbursing monies from the student activity fund may be subject 
to approval by the student organization and its sponsor, rather than by the board 
of education (see Table 22-3 for examples). 

 
Table 22-3 

Examples of Authorized Student Activity Funds 
Art Club  Drama Club  
Auto Club  Foreign Language Club  
Cheerleaders Club Journalism Club  
Chorus Club  Marching Band  
Class of 2xxx  National Honor Society  
Class of 2xxx Pep Club  
Class of 2xxx Photography Club  
Debate Club  Student Council  

 
• District activity funds belong to the district, are used to support its co-curricular 

and extra-curricular activities, and are administered by the school district.   
Approval for disbursing district activity fund monies, however, rests only with the 
school board. In other words, the district determines how district activity fund 
monies are spent and the district programs that receive support (see Table 22-4 
for examples). 
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Table 22-4 
Examples of Authorized District Activity Funds 
Athletics  Music Concerts  
Band Uniforms  School Plays  
Book Fair  Special Field Trips  
Lyceums   

 
Although individual state laws may specify the accounting treatment for activity 

funds, distinguishing them in accordance with the definitions above suggests that 
student activity funds are fiduciary in nature whereas district activity funds represent 
district resources. Therefore, it is recommended that student activity funds be classified 
as agency (fiduciary) funds and district activity funds be classified as special revenue 
funds. Student activity funds remain under the control of the school principal and are 
accounted for at the school site. District activity funds, in contrast, should be included 
with all other district funds and deposited in the district’s accounts.  Again, these 
recommended fund classifications are appropriate within the definitions provided; 
individual state laws may dictate the use of other types of funds.  
 

Although a sharp distinction exists between student and district activity funds, 
accounting for all activity funds is the responsibility of the school district. All activity 
funds must be reported in the school district’s financial statements and are subject to 
the district’s audit(s).  Remember, in Alabama the District Activity Funds are the same 
as Public Funds and are special revenue funds.  The Student Activity Funds are Non-
Public Funds and are fiduciary funds of the expendable trust variety, not agency funds. 
 
 

Public and Non-Public School Internal Funds in Alabama 
 

 Accounting for both Public and Non-Public School Internal Funds must be done 
on a daily and monthly basis.  All monies received from any source in each school (with 
the exception of those funds raised by organizations which maintain separate bank 
account) must be received, receipted, and deposited daily into each school’s bank 
account.  Monthly financial reports must be submitted to the local board of education.  
Samples of  
 
Public Funds 

 
  According to the Alabama Department of Education, examples of Public Funds 

follow:  
  

1. General Office Fund.  This fund generally consists of appropriations from the 
Board of Education, ADECA grants, local contributions, vending machine 
proceeds, commissions from pay telephones, and other miscellaneous revenues.  
These funds are considered public funds and are restricted to the same legal 
compliance as the Board of Education. 
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2. Library Fund.  This fund accounts for late charges on returned library books, 
funds collected for lost books, and expenditures incurred for purchasing books. 

 
3. Athletic Fund.  The use of this fund varies by school.  However, if this fund 

accounts only for gate receipts from athletic events, it is considered a public fund.  
If, however, fund raiser monies are combined into this fund with gate receipts, 
then the fund raiser monies become commingled and become public funds. 

 
4. Concession Fund.  This fund accounts for proceeds from concessions operated 

at athletic events.  If the school purchases the supplies and retains the proceeds, 
it is considered a public fund.  If, however, the Band Boosters or any other type 
support organization buys the concession supplies and retains the proceeds, 
then the fund is considered non-public and most likely is not reflected on the local 
school’s books.  The Principal should periodically review the concession profits 
or losses to determine if any problems exist.  If the school handles concessions 
themselves, two persons should be involved in the process of collection and 
receipting the monies.  Concessions may be handled by the soft drink or snack 
vendors in which case the vendors send the school a check for a certain 
percentage of the machine profits.  

 
5. School Imposed Dues.  Dues for certain classes such as laboratory fees should 

be maintained in a separate fund.  These fees should not be recorded in the 
General Office Fund.   

 
6. Appropriations from the Legislature.  These funds must be used for an 

educational purpose under the competitive bid law.  Records of expenditures 
must be maintained at the local school. 

 
These funds will generally be placed in a Special Revenue Fund when local school 
funds are enrolled into the total LEA budget. 
 
Appropriate Expenditures from Public Funds 

 
The following items are normally considered appropriate to be expenditures from 

public funds: 
1. Expenditures for pictures for school office. 
2. Expenditures for flower arrangement for school office. 
3. Expenses incurred for faculty and staff for a meeting that extended into 

lunch hour and food had to be provided for the meeting to continue; 
cannot be a planned faculty and staff meeting with a planned meal. 

4. Refreshment expenses for an open house at a school where the public 
would attend. 

5.   Athletic receipts can be expended for pregame meals for the athletic 
participants and coaches where principals and parents are not included.  
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6. Plaques and other awards for Significant Academic Achievement.  This 
expenditure of public funds were granted constitutional status in 1994 by 
Amendment 558 which follows.  

 

AMENDMENT 558 RATIFIED, Amendment of Section 94. 

SECTION 94.  Political subdivisions not to grant public money or 
lend credit to individuals or corporations; alienation of recreational 
facilities and housing projects by political subdivisions and public 
bodies; expenditures by local school boards of education for 
recognition of contributions to public education. 

 a) The Legislature shall not have power to authorize any county, 
city, town, or other subdivision of this state to lend its credit, or to grant 
public money or thing of value in aid of, or to any individual, association, or 
corporation whatsoever, or to become a stockholder in any corporation, 
association, or company, by issuing bonds or otherwise. The Legislature 
may enact general, special, or local laws authorizing political subdivisions 
and public bodies to alienate, with or without a valuable consideration, 
public parks and playgrounds, or other public recreational facilities and 
public housing projects, conditional upon the approval of a majority of the 
duly qualified electors of the county, city, town, or other subdivision 
affected thereby, voting at an election held for that purposes. 

 b) Notwithstanding the provisions of subsection (a), local school 
boards of education may expend public funds for the recognition of 
significant contributions to education in Alabama and to promote 
educational excellence by students, faculty, staff, and the public. 
Recognitions shall be in the form of trophies, plaques, academic 
banquets, and other honors that promote academic excellence in the 
public schools of Alabama and recognize special deeds that strengthen 
public education in Alabama (Constitution of 1901, Amendment 558). 

 
Inappropriate Expenditures from Public Funds 

 
 The following items are normally considered inappropriate to be expenditures 
from public funds: 

 1. Food items for teachers lounge. 
 2. Meal expenditures for spouses of employees. 
 3. Expenditures for a faculty and staff Christmas luncheon. 
 4. Expenditures for coffee and cups for employees. 
 5. Lunches for teachers for school closing activity. 
 6. Planned lunches for faculty and staff. 
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 7.  Purchases of flowers for sickness, death, secretary week, etc. 
 8. Purchase of food items for teachers. 
 9. Expenditures for beginning of year breakfast with faculty and staff. 
 

Purchases from Public Funds are subject to the state bid laws only if the source of 
revenue is state or local taxation.  In accordance with Section 41-16-51 of the 
competitive bid law, the provisions of the law not apply to 

 
 (2) Purchases made by individual schools of the county or municipal 
public school systems from moneys other than those raised by taxation or 
received through appropriations from state or county sources (Code of 
Alabama 1975, Section 41-16-51(b)(2). 

 
Non-Public Funds 
 
 Examples of Non-Public Funds, which are self-imposed fees, as determined by 
the Alabama State Department of Education follow:  
 

1. Civic and Class Type Funds.  The following listing of various clubs and 
miscellaneous funds is not inclusive, but is characteristic of the most common 
types of Civic and Class Type Funds.  These funds normally consist of self-
imposed fess and not school required fees.  In other words, the participants 
usually set their own fees to participate in these clubs.  In the fees are self-
imposed, the funds are considered as non-public.  If the dues are required by the 
school, such as lab fees for a science class, then they are considered as public 
funds.   

 
  a. DECA Club Fund 
  b. FHA Class Fund 
  c. English Club Fund 
  d. Spanish Club Fund 
  e. Science Club Fund 
  f. Senior Fund 
  g. Student Council Fund 
  h. Band Fund 
  g. Band Boosters Fund 
  h. Cheerleader Fund 

i. Athletic Fund – if this fund consists only of fund raiser activity, it is a non-
public fund. 

j. Concession Fund – if the booster buys the concession supplies and 
retains the proceeds, it is a non-public fund.  In general, all money 
derived from concessions (vending machines) is public money.  However, 
the Principal is allowed to designate one machine (which is located in the 
staff area of the school) as non public.  All purchases of items for resale in 
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this machine must be charged against its receipts.  An excess may then 
be used as non-public funds. 

 
These funds will generally be placed as an expendable trust fund when local school 
funds are enrolled into the LEA budget.  Purchases paid for by Non-Public Funds are 
specifically exempted from the state bid laws. 
 

Collection of Sales Tax on Certain Student Fees 
 

Principals are required to follow the Alabama Department of Revenue Sales and 
Use Tax Rules (Code of Alabama 1975, Sections 40-23-31 and 40-23-83).   Schools 
are not required to pay sales taxes on purchases, or generality, collect sales taxes on 
sales at the school with the exception of the following:  
 

(1) sales of class rings to students, either directly to the students or through a  
;teacher or school organization; 

 
(2) sales of school photographs either directly to students or to students through 

a teacher or school organization and  
 
(3) sales of sweaters and jackets to students either directly to students or to 

students through a teacher or school organization.  
 
Such property listed in the three items above is not school property and is not used for 
school purposes, but becomes solely the property of the student who ultimately pays for 
the item.  This exemption is provided for by statute: 
 
 Section 40-9-31.  Sales by certain schools or school sponsored 

organizations exempted from sales and use taxes. 

 (a) The taxes imposed pursuant to Chapter 23 of this title, (commencing 
with Section 40-23-1), and any county and municipal sales and use taxes 
do not apply to sales by elementary or secondary schools or nonprofit 
elementary or secondary school-sponsored clubs and organizations or 
any nonprofit, elementary, or secondary school affiliated groups, such as 
parent-teacher organizations and booster clubs, whose membership may 
be composed of individuals other than students, provided the net 
proceeds from such sales are used solely for the benefit of the elementary 
or secondary school. Such nontaxable sales shall include sales resulting 
from agreements or contracts entered into with resident or nonresident 
organizations to participate in fund-raising campaigns for a percentage of 
the gross receipts where students act as agents or salesmen for the 
organizations by selling or taking orders for the sale of tangible personal 
property, and no one shall be required to pay sales or use taxes on such 
sales. 
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 (b) The Department of Revenue may make any rules and regulations 
necessary to carry out the intent of this section (Code of Alabama 1975, 
Section 40-9-31). 

School Internal Fund Accounting Guidelines in Alabama 
 

Most states provide a combination of statutory and state board of education laws, 
rules, regulations, and guidelines to regulate the very important function of school 
internal fund accounting.  Alabama does not.  Therefore, the practice has been to leave 
to the local board of education the prerogative to develop policies and guidelines for this 
activity.  In addition, without the guidance from a statewide governing body, the 
Examiners of Public Accounts have been without a state reference for determining 
compliance and has been left to GASB and GAAP for evaluation.  Irrespective of the 
lack of overt standards, school internal funds must be property accounted for, expended 
in compliance with existing state law, and are subject to both internal and external audit.  

 
Summary of GASB 39 – What Funds Must Be Included 
 

The Governmental Accounting Standards Board's (GASB) Statement 39, 
Determining Whether Certain Organizations are Component Units, amends GASB 
Statement 14, The Financial Reporting Entity, to provide additional guidance in 
determining whether certain organizations for which the primary government is not 
financially accountable should be reported as component units based on the nature and 
significance of their relationship with the primary government.  
 
   Generally, GASB 39 requires reporting a component unit if an organization raises 
and holds economic resources for the direct benefit of a governmental unit. A common 
example of this type of affiliated organization is a fund-raising foundation affiliated with a 
public college or university or a unit of the organization or other organization supporting 
a local school or school system.  

 
The Governmental Accounting Standards Board (GASB) Statement #39 requires 

school districts to consider the financial activities of all parent teacher organizations, 
booster clubs, foundations and other fund-raising entities for inclusion in the districts 
financial statements. In order to determine whether financial information for these 
groups must be included, it is necessary to gather data regarding the financial activities 
of these organizations.  The following information will enable school district officials and 
auditors to determine if financial activities of an organization must be included in the 
annual financial report.   Under this new regulation, it may appear that some 
organizations’ financial information should be consolidated under the school or the 
school system 
 

The key question for organizations regarding this regulation is whether the 
organization should be identified as a component unit of the primary government 
meaning the school or school system. In the case of a school system, a component unit 
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can be a parent group, a booster club, or another  which provides financial contributions 
that make a significant impact on the school or the school system.  For example, if the 
school district budget is $50 million and the PTA’s support is $1,000, the PTA would not 
be considered a component unit of the school. While $1,000 may be significant to the 
organization, it is a very small percentage of the total school funds and does not make a 
significant impact on the school’s ability to function. Some parent groups may be 
considered a component unit; organizations, by and large, would not be identified as 
such.  According to the GASB 39 regulations (which are effective for financial periods 
starting after June 15, 2003), s that are legally separate, tax-exempt entities and meet 
all of the following criteria should be considered component units. 
 

1.  The regulation states: The economic resources received or held by the 
separate are entirely or almost entirely for the direct benefit of the primary 
government, its component units, or its constituents. 
 
Explanation:   Direct benefit. does not imply that there must be an actual transfer 
of resources from the school group during the year, but rather that the resources 
obtained or held are required ultimately to be used for the benefit of the school, 
its component units, or constituents.  This might be confusing to some local 
organization leaders who may think that an organization exists solely to 
financially support its school.  Bylaws and other governing documents will assist 
in clarifying the true purpose, and will show that the organization has a larger 
purpose than only serving the school.   

 
2.  The regulation states: The primary governments, or its component units, are 
entitled to, or have the ability to otherwise access a majority of the economic 
resources received or held by the separate organization. 
 
Explanation: Access to economic resources does not necessarily mean control of 
the resources. The regulation provides some examples of what is meant by 
access: 
 
• The primary government has in the past received directly or indirectly a 

majority of the economic resources provided by the organization. 
 
• The organization has in the past honored requests from the primary 

government to provide resources. 
 
• One organization has the ability to influence the operating and financial 

decisions of the other, possibly by considerable representation on the 
governing board of the other or by agreement.  

 
• The organization actively participates in the policy making processes, 

organizational priorities, and budgets of the other.  
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Some of these statements may be true for a few local organizations. For most 
organizations, however, there should be enough documentation to show that only on a 
periodic basis does the organization use its resources for the school. Most importantly, 
an organization’s bylaws will make it clear that based on the purpose of the 
organization, the resources for the organizations are to be for the advocacy of all 
children.  Some overlapping of authority on the governing board is okay; when the 
majority of the organization board is overlapping, however, the organization is more 
likely to be seen as a component unit.  
 

3.  The regulation states: The economic resources received or held by an 
individual organization that the specific primary government, or its component 
units, is entitled to, or has the ability to otherwise access, are significant to that 
primary government.   
 
Explanation: This means that the resources provided are significant to the school 
district.  Even if the local organization does give some resources to the local 
school or school district, it should be an insignificant amount that is not essential 
to the overall budget of the district.  Being a component unit means that the 
legally separate, tax-exempt entity must meet all three of the criteria listed. 
Through documents such as bylaws and financial records, an organization 
should have no trouble showing that it does not meet all the criteria listed above. 

  
What GASB 39 does not mean  if, for some reason, it becomes necessary for an 

organization to provide financial information to the school or school district for GASB 39, 
the organization’s financial information remains separate and distinct within the school’s 
or school district’s books. The organization will remain responsible for producing 
financial reports and filing form 990 or 990-EZ if they meet the requirements. In other 
words, the organization will remain a separate and distinct entity from the school district.  
There may be other reasons an organization needs to provide information to a school or 
school system.  For example, if the school policy is to review an organization’s 
information before it is allowed to use the school facilities, the organization will need to 
comply with the school’s request if they wish to continue using the school facilities.  If 
the organization is legally required to file 990 or 990-ez along with schedule A, the 
organization must provide these forms to anyone requesting the information. This is an 
IRS requirement and is completely separate from any GASB 39 requirements. 
 

OPERATIONAL GUIDELINES FOR SCHOOL INTERNAL FUNDS 
 
 In consideration of the absence of state policies and procedures regarding the 
operation and administration of the accounting for school internal funds, the following 
guidelines are presented.  They are consistent with the National Center for Education 
Statistics publication Financial Account for Local and State School Systems, 2003 
Edition, and the statutes, policies, and procedures of those state’s recognized as 
exemplary in the administration and control of school internal funds.  
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Many local school systems will find that these guidelines constitute minimum 
controls they want to adopt. To adopt anything less would likely increase the risk of 
misuse or fraud. Therefore, before discounting any of these suggested policies and 
procedures, you should consult your auditor, other school systems, and the State 
Department of Education.   
 

Lines of Authority 
 

Proper control begins with the appropriate recognition of lines of authority over all 
monies handled by the district. The local board of education should adopt a set of 
guidelines and regulations that include the following minimum requirements (see Figure 
22-1): 

 
• Board of Education. The board of education should adopt policies to govern the 

establishment and operation of all activity funds. The district’s auditors should 
review these policies for sound accounting and reporting principles. 

 
• Superintendent. The superintendent should be directly responsible to the board 

of education for administering all board policies. 
 

• Chief Financial Officer. The chief financial officer should have overall 
responsibility for accounting for and reporting all funds, including district and 
student activity funds, to the board. The chief financial officer is also responsible 
for implementing and enforcing appropriate internal control procedures. 

 
•  Principal. The principal at each school site should be designated the activity 

fund supervisor for that school building. The activity fund supervisor has overall 
responsibility for the operation of all activity funds, including collecting and 
depositing activity fund monies; approving disbursements of student activity fund 
monies; and adequately supervising all bookkeeping responsibilities. The activity 
fund supervisor should be a signatory to all disbursements, including checks 
drawn on the activity fund. 

 
OPERATIONAL PROCEDURES 

 
Section 1 – Principles 

 
1.1 The school board shall be responsible for administration and control of internal 
funds of the system school system, and in connection therewith shall: 

 
a.  adopt written rules governing the receipt and disbursement of all internal funds 

and for the accounting for property pursuant to Florida Statutes. 
 
b.  provide for an annual audit of internal funds in accordance with state statutes 

requiring annual audits generally. 

    
  563        
     



Alabama Public School Finance Reference 
Budgeting - Budgeting School Internal Funds 

 
1.2 The financial transactions of school organizations shall be accounted for in the 
school internal funds. All funds handled by school board employees during normal 
working hours shall be included in and become part of the internal funds of the school 
unless accounted for in the system level accounting system. All organizations of the 
school, or operating in the name of the school, which obtain moneys from the public 
shall be accountable to the board for receipt and expenditure of those funds in the 
manner prescribed by the board. If authorized by school board rule, a school based 
direct support organization may have all financial transactions accounted for in school 
internal funds. 
 
1.3  Funds collected by and used for the benefit of faculty and staff may be exempt 
from the preceding requirements at the option of the school board.   
 
1.4  School internal account funds shall be used to benefit activities authorized by the 
school board. 
 
1.5 Student participation in fundraising activities shall not be in conflict with the 
program as administered by the school board. 
 
1.6 The objective of fundraising activities by the school, by any group within, or in the 
name of the school shall not conflict with programs as administered by the school 
board. 
 
1.7 Funds collected shall be expended to benefit those students in school unless 
those funds are being collected for a specific documented purpose or are generated by 
vocational production shops.  Vocational production revenue shall benefit the students 
or program that generated the funds or the student body. Those internal account funds 
designated for general purposes shall be used to benefit the student body. 
 
1.8 Collecting and expending of school internal account funds shall be in accordance 
with the Alabama law pertaining to competitive bids.  Sound business practices should 
be observed in all transactions. 
 
1.9 Each school organization should operate within a budget formulated by the 
organization members.  The format of the budget shall be prescribed by the principal if 
not prescribed by school board rule.  
 
1.10  Purchases from internal accounts shall not exceed the resources of the 
applicable student activity/project account, except for items acquired for resale or items 
authorized by school board rule. Purchases to support instructional programs may be 
made from revenue derived from production work of vocational programs. 
1.11  An adequate system of internal controls shall be maintained in order to safeguard 
the assets of the school internal funds. 
 

    
  564        
     



Alabama Public School Finance Reference 
Budgeting - Budgeting School Internal Funds 

Section 2 - General Practices 
 
2.1 All employees having responsibility for handling and recording internal funds 
financial transactions shall be bonded through the school system. 
 
2.2 Purchases from internal funds must be authorized in writing by the principal or 
designee. Neither the school nor the school board shall be liable for any purchase made 
in the name of the school without express written approval. 
 
2.3  School system approved pre-numbered receipt forms shall be used as the 
means of recording cash received, and as the basis for entries to the accounting 
records. 
 
2.4  Approved pre-numbered checks shall be used as the means for disbursing funds, 
and as the basis for accounting entries, with the exception of disbursements from 
properly established petty cash funds. 
 
2.5  Promissory notes, installment contracts or lease purchase agreements shall not 
be executed in the name of a school or any school organization except as authorized by 
the school board. 
 
2.6  Internal funds shall not be used to cash checks to accommodate individuals, 
make any kind of loans, pay any form of compensation directly to employees, or extend 
credit. Employees of the system who are compensated for additional services, such as 
game personnel to work at athletic events, shall be paid through the system payroll 
department or when appropriate as prescribed by school board rule. Designated area 
vocational technical centers may cash checks and make loans as necessary to 
administer student grant and loan programs funded by federal, state, or private sources. 
 
2.7  Internal funds shall be accounted for on the same fiscal year basis as all other 
school system funds. No school organization shall make expenditures that exceed the 
cash resources available to that organization. All accounts payable shall be disclosed to 
the school board at year end. 
 
2.8 Bank statements shall be reconciled as soon as received, preferably by a person 
other than the person who receipts and disburses funds. 
 
2.9  Monthly financial reports shall be made in approved written form to provide the 
school's administration with financial information necessary for decision making. An 
annual report will provide data for inclusion of internal funds in the system's annual 
financial statement. 
 
2.10 Account balances shall be subject to limits which the school board may 
prescribe. 
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2.11 Proper segregation of duties should be implemented whenever possible. There 
are three critical duties that should be separated for internal control purposes: 1) signing 
checks, 2) maintaining fund accounting records, and 3) reconciling the bank statement.  
Usually the activity fund bookkeeper will have the most time-consuming tasks related to 
activity funds. These tasks likely will include collection of activity fund moneys, 
preparation of the deposit slip and deposit of the moneys, maintenance of the fund 
accounting records, and preparation of the checks for disbursement. It is best to require 
two signatures on the checks. The principal of the attendance center should normally be 
the primary check signer. The second check signer preferably should be someone other 
than the activity fund bookkeeper. If possible, someone other than the bookkeeper 
should reconcile the bank statement to the fund accounting records. At a minimum, 
however, the principal should review the bank reconciliation. 
 
2.12 Because substantial amounts of activity fund cash receipts are collected in the 
form of currency, as opposed to checks, particular emphasis should be place on internal 
control procedures designed to safeguard moneys collected. Particularly important is 
providing an audit trail that creates documentary (physical) evidence for each step in the 
flow of transactions. For example, all moneys collected should be substantiated by pre-
numbered receipts, cash register receipts which show cumulative readings, pre-
numbered tickets, or other auditable, checkable records. The following suggestions 
should be considered: 
 

(a) Procedures should be in writing and distributed to all activity fund 
supervisors and sponsors. 

 
(b) Generally, all forms, receipts, and tickets should be pre-numbered. 
 
(c) A perpetual inventory should be maintained on pre-numbered forms, 

receipts, and tickets. 
 
(d) Where tickets are used, ticket reports and unsold tickets should be 

available for audit. 
 
(e) Pre-numbered forms should not be printed in the school printing office. 
 
(f) The student organization’s sponsor should keep records of cash 

collections by source.  
 
(g) The person who collects cash for an event should be changed frequently. 

For example, you should rotate persons used as cash collection agents for 
sporting events, concessions, and vending machines. To the extent 
possible, DO NOT ALLOW the same person to collect cash for the same 
event or purpose continuously. 
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(h) Generally for gate receipts, such as cash collected at sporting events, the 
cashier should sell tickets which are then collected by a second person. 
This two-person arrangement may not be feasible for low-attendance 
events. 

 
(i) For concession stands, it is preferable to use one cashier. This procedure 

will normally speed up concession operations and reduce cash handling 
problems. This arrangement may not be feasible depending on the volume 
of activity and physical arrangement of the stand. 

 
(j) No collections should be turned over to a cashier, such as the activity fund 

bookkeeper, without receiving a pre-numbered receipt. 
 
(k) The activity fund bookkeeper should use pre-numbered, bound receipts 

for all currency or checks received. One copy of each receipt should be 
retained in the receipt book. 

 
(l) The activity fund bookkeeper should deposit all receipts intact. This means 

that all receipts should be deposited in the form they are collected. They 
should not be used for making change or disbursements. 

 
(m) The activity fund bookkeeper should deposit all receipts as often as 

possible, preferably on a daily basis.  Undeposited receipts should be kept 
under lock with limited access. 

 
 

Section 3 - Standards, Practices and Procedures 
 
3.1 .0  Control Of Cash Resources 
 
3.1.1 Depositories for Internal Funds.  Depositories in which internal funds are kept 
must be qualified public depositories, approved by the school board, and required to 
furnish the same type of security for deposits as is required for other system school 
board funds. 
 
3.1.2  Bank Accounts.   Each school shall have only one checking account which 
shall be entitled "(SCHOOL NAME) Internal Fund, The __________________School 
System," or alternative which clearly identifies the school and school system. This 
account title must be imprinted on all internal fund checks and deposit slips. All monies 
received by the school will be deposited intact as collected into this account and all 
disbursements will be made by checks drawn on this account. Savings or investment 
accounts shall be titled in the same manner. Additional checking accounts may be 
utilized by designated area vocational technical centers if required in the administration 
of student grant or loan programs. The name of such program shall be incorporated in 
the account title. 
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3.1.3  Check Signatures.    

(a)  Each account shall have at least two authorized check signers, one of 
whom must be the principal. These names shall be kept on file for audit. 
All checks must be signed with two signatures as prescribed by the 
principal if not prescribed by school board rule. 

 
(b) The principal is responsible for all financial transactions and proper check 

signatures. 
 
(c) Under no circumstances shall checks be presigned. 

 
3.1.4  Cash Collections And Deposits. 

(a)  All money collected by the school must be substantiated by pre-numbered 
receipts, consecutively numbered class receipt records, reports of monies 
collected, pre-numbered tickets, reports of tickets issued and sold or other 
auditable records. 

 
(b)  Insofar as is practicable, all money should be collected in the school 

office. Collections made outside of the school office must be turned in to 
the school office no later than the next business day. 

 
(c)  All money collected must be deposited intact to a depository as frequently 

as feasible (daily is most desirable) and as dictated by sound business 
practices. IN ANY EVENT, FUNDS COLLECTED MUST BE DEPOSITED 
WITHIN FIVE (5) WORKING DAYS AFTER RECEIPT. 

 
(d)  All deposits must equal the total amount of money taken in and recorded 

on receipts for the period covered by the deposit. Deposit slips shall be 
made in the number of copies necessary to meet the approved accounting 
procedures. All checks received shall be deposited with a restrictive 
endorsement of for deposit only and specifying the account title and 
number. 

 
(e)  The principal or designee shall be notified immediately of any errors in 

deposits or disbursements and shall take appropriate action to effect 
correction. 

 
(f)  All checks, receipt forms and tickets shall be pre-numbered and perpetual 

inventories of each shall be maintained. Inventories shall show the 
beginning and ending numbers of all documents acquired and issued. In 
all cases where tickets are used, ticket reports and unsold tickets must be 
available for audit. Any pre-numbered documents shall be accompanied 
by a certified statement of the numbers received. 
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3.1.5  Investments.   
(a) The school board shall adopt policies pertaining to the investment of 

school funds not needed for immediate expenditures. The adopted 
policies shall make provisions for investing or placing on deposit all such 
funds in order to earn the maximum possible yield under the 
circumstances.  

 
(b) Internal funds which are temporarily idle shall, as required by law, be 

invested pursuant to policies of the school board using any medium of 
investment legal for public funds, and may not exceed insurance 
protection or other legal collateral limits.  

 
3.1.6  Collection Of Worthless Checks 

(a)  The principal is responsible for seeking reimbursement for any unpaid 
check returned by the bank. 

 
(b)  A check can be declared uncollectable and written off the books only by 

action of the school board or designated officer. This action will be taken 
only after every legal and reasonable effort at collection by the principal 
has been exhausted. 

 
(c)  The school principal may require payment for school obligations in cash, 

money order, or other form of guaranteed payment if it is deemed 
necessary. 

 
3.2.0 Student Activity Projects 
 
3.2.1  Athletics 
 All revenue and expenditures involving athletic business transacted at the school 
level shall be recorded in accounts in this classification. 
 
3.2.2 Music 

(a)  Proceeds from activities of musical organizations; donations to these 
groups; and their expenses for supplies and trips shall be recorded in this 
classification. 

 
 (b)  Collections from students for rental or maintenance of uniforms or 

instruments shall be recorded in separate accounts in this classification, or 
in trust if restricted as to use. 
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3.2.3  Classes, Clubs and Departments 
(a) Class and club accounts are those which support a group of students 

within a community of interest with a roster of members, officers, and a 
sponsor. Approval for the existence of all club and class activities is the 
responsibility of the principal. 

 
(b)  The sponsor of each school club or organization is responsible for 

providing adequate financial documents and records to the principal and is 
responsible for retaining duplicates of said documents and records. These 
records may include an organization budget; duplicate receipts for all 
income from dues, fund-raising activities, entertainments, assessments, or 
donations; and approved requests for payments. 

 
(c)  All collections received by any club or school organization must be 

deposited in the school internal fund. 
 
(d)  All disbursements by any club or school organization must be made by an 

internal fund check, or from an approved petty cash fund. Disbursements 
shall be approved by the appropriate organization officer, when the 
organization has officers, the sponsor and the principal. 

 
(e)  A financial report shall be filed with the principal's office at the close of 

each fund-raising activity. To accommodate collection of data for this 
report a separate account for the activity may be established. The 
organization sponsor shall participate, along with the finance clerk, in the 
designation of transactions to be recorded in each of the organization's 
accounts. 

 
(f)  Class and club monies shall be expended for the benefit of the class or 

club or for purposes designated by the class or club that participated in 
generation of the revenue.  
(1)  Any remaining balance in the account of a class that has graduated 

shall be transferred to the general miscellaneous account at the 
discretion of the principal. 

 
(2)  Any remaining balance in the account of an inactive student 

organization shall be considered as belonging to the general 
miscellaneous account and shall be closed at the end of the 
following school year. 

 
(g)  Departments may be structured similar to classes and shall conduct 

financial activities subject to the above. 
 
  

    
  570        
     



Alabama Public School Finance Reference 
Budgeting - Budgeting School Internal Funds 

3.2.4 Trust 
(a)  Funds collected for a specific, restricted purpose shall be accounted for in 

a trust account. 
 
(b)  Trust funds shall be expended only for the purpose for which collected. 

When the purpose of the trust fund has been accomplished or becomes 
inoperative, unused trust funds shall be returned to the person(s) from 
whom collected, if practicable. Donors may designate an alternative 
purpose. Funds which can not be returned shall be handled in accordance 
with school board policy. 

 
(c)  At no time shall a trust account have a deficit. 
 
(d)  If a school organization undertakes a project extending beyond the current 

fiscal year, or receives a restricted donation to be used over a period of 
time beyond the year in which received, approval must be granted in 
accordance with school board rules, and the funds held in a trust account. 

 
(e)  Collections for the school board, such as out-of-state tuition, adult 

matriculation and tuition fees, course fees, reimbursement for damages, or 
telephone charges are trust funds. Sales tax collected for the State is also 
a trust account. 

 
 (f)  Collections for parking decals issued by secondary schools and vocational 

schools may be restricted by the school board as to use, and if so, should 
be accounted for separately in a trust account. 

 
(g)  Funds collected from students as deposits for use of locks, and restricted 

by the school board as to use, shall be accounted for separately in a trust 
account. 

 
3.2.5  General 

(a)  This category encompasses all other accounts for funds which are to be 
utilized for the general welfare of the student body. 

 
(b)  Separate accounts shall be maintained for activities such as the school 

store and other activities when it is good business practice to separately 
monitor the financial status of the activity. Activities not accounted for 
separately shall be recorded in a miscellaneous account. 
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3.3.0  Purchasing 
 
3.3.1 Requirements 

(a)  The requirements pertaining to purchases and securing bids on purchases 
made from public tax funds shall be observed when purchases are made 
from internal funds except that: 

 
(1)  School board approval of internal account vouchers is not required 

unless specifically provided for by school board rule. 
 
(2)  School board requirements for internal funds may be more strict 

than those required for tax funds.  
 

(b)  Insofar as is possible, purchases of the same or a similar nature to be 
used in more than one school should be combined and purchased only 
after approval of the school board. 

 
3.3.2  Responsibility 

(a)  The school principal is fully responsible for all purchases and purchase 
commitments requiring present or future disbursements of internal fund 
monies. A signed commitment from the principal or designee(s) must be 
on file before any purchase is made. Vendors shall be notified of this 
policy. No purchase shall be made unless sufficient resources are 
available, except items for resale. 

 
(b)  The school board may delegate by rule to such individuals as it may deem 

appropriate, the making of purchases from internal funds and the securing 
of quotations and awarding of contracts.  

(c)  No person, unless authorized to do so under regulations of the school 
board, may make any purchase involving the use of school funds.  

 
3.3.3 Bids 

(a)  Bids shall be requested from three or more sources for any authorized 
purchase exceeding amounts set forth in a scale of system sizes and 
purchase amounts.  

 
 (b)  The school board shall have authority to reject any or all bids and request 

new bids. In acceptance of bids, the school board shall accept the lowest 
and best bid.  

 
(c)  School boards may establish more strict requirements for bids. 
 
(d)  School boards may establish procedures requiring competitive quotations 

for all or selected types of purchases in amounts under the board adopted 
bid requirement. Such quotations shall be documented. 
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(e)  Proposed purchases in excess of the system bid limit must comply with 

bid requirements of Alabama Statutes, State Board of Education Rules, 
and school board rules. These will be referred to the system purchasing 
department for development of specifications, bids, advertising and 
processing. 

 
(f)  When the system has a bid in effect, purchases of items covered must be 

made from the approved vendor unless the same item may be purchased 
elsewhere at a lower cost. 

 
3.3.4  Petty Cash.  If authorized by school board rule, petty cash funds may be 
established for internal funds. 

(a) The petty cash account should be approved by the LEA’s board of 
education in an amount and for the purposes determined by the board. A 
limit should be placed on individual petty cash disbursements, above 
which the disbursement must be approved by the board. 

 
(b) Any petty cash account should be financed by the LEA’s idle funds. The 

LEA custodian of school funds should write a check for the amount of the 
petty cash account payable to the petty cash custodian. There is no 
change in the balance in any fund. Transferring cash from the LEA 
custodian of school funds to a petty cash custodian does not represent an 
expenditure from any fund. It is simply moving cash from one source to 
another, much like moving cash from the checking account to a savings 
account. 

 
(c) After the petty cash account has been established, all reimbursements to 

it are made from the respective funds that should be charged for the petty 
cash disbursement. That is, charges are made to the respective 
accounting funds, such as the general fund, when the petty cash is 
replenished.  

(d) The petty cash should be in the sole custody of a single employee, the 
petty cash custodian. Generally, the activity fund bookkeeper should act 
as petty cash custodian. If the petty cash account requires a checking 
account, it should be incorporated into the activity fund bookkeeper’s 
checking account. That is, the petty cash should be deposited into the 
activity fund checking account along with activity fund moneys. There is no 
need for a separate checking account unless different check signers are 
needed for the petty cash disbursements. 

 
(e) The petty cash custodian is responsible to see that all disbursements are 

properly accounted for, usually by means of receipts signed by the person 
receiving the cash. The receipt should document appropriate fund at the 
time the petty cash is replenished. 
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(f) Petty cash should be replenished to its original cash position, usually at 
the end of each month or more often if needed. To replenish the petty 
cash account, a check is issued to the petty cash custodian in the amount 
of the sum of the "receipts" presented by the petty cash custodian. That 
check will usually be issued by the LEA custodian of school funds for 
charges to LEA funds. At the time the check is written to reimburse the 
petty cash custodian, the LEA custodian of school funds will make entries 
to record the related disbursements.  The amount of the replenishing 
check should always be for the exact amount of the disbursements 
previously made from the petty cash account. 

(g) You should close out the petty cash accounts at the end of the school 
year, and "physically" return the money to the LEA custodian of school 
funds. The same petty cash accounts should be re-established at the 
beginning of the next school year without formal board approval.  
IMPORTANT: This procedure is recommended for internal control 
purposes. If the general fund cash balance was reduced when the petty 
cash account was created, this procedure is critically important to ensure 
the general fund unencumbered cash balance is correctly reported at 
year-end. 

(h) Petty cash should never be reported in the financial statements either as a 
LEA fund or a student activity fund. It is nothing more than a source of 
cash, just like the moneys in the LEA’s checking or savings account. 

 
 
3.3.5  Restricted Expenditures. 

(a)  The following expenditures from internal funds are deemed inappropriate 
and shall not be made except from trust funds collected for a specifically 
identified purpose. 
 
(1)  Equipment, supplies, forms, and postage for curricular or classroom 

use for which school board funds are available. However, revenue 
derived from vocational education production shops may be used 
for these purposes. 

 
(2)  Curricular-related travel; professional, technical, or consultant 

services; or other items for which school board funds are available. 
However, revenue derived from vocational education production 
shops may be used for these purposes. 

 
(3)  Articles for the personal use of any student, employee, or other 

person; except those items which are identifiable as being in 
recognition of service or promotion of school activities and those 
items identified under Rule 6A-1.043, FAC, Promotion and Public 
Relations Expenditures. 
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(4)  Personal memberships or subscriptions. 
 
(5)  Salaries or other compensation for duties or assignments which are 

the responsibility of the school system. 
 
(6)  Loans, credit, or accommodation purchases for anyone. 
 
(7)  Repairs and maintenance of school board equipment for which 

school board funds are available. However, revenue derived from 
vocational education production shops may be used for these 
purposes. 

 
3.3.6  Property Acquisition and Control 

 (a) Tangible personal property purchased or acquired by donation becomes 
the property of the school board and is subject to the board's procedures 
for property control. 

 
(b)  Notification to the appropriate system office is required when items that 

meet the criteria for fixed assets are purchased or received as a donation. 
A full description of any equipment or property acquired by a school must 
be given, including make, model, serial number, date acquired and total 
cost, or fair market value for donated property. 

 
(c)  Expenditures for buildings, remodeling, renovation, repairs, or alteration to 

the facilities, or any property involving risk must have prior written 
approval of the superintendent or designee. 

 
(d)  Approval must be obtained from the superintendent or designee to 

change, alter, or attach permanent fixtures to school property; or to utilize 
more than the ordinary amount of utilities. 

 
(e) A fixed asset inventory must be kept current to provide the necessary 

information to complete a police report if equipment is stolen.  It allows the 
Principal or other administrators to monitor inventory in the school.  It 
alerts other school personnel that assets are being monitored and they are 
responsible for them.  It also provides a basis for planning future 
purchases  

 
 
3.4.0  General Standards, Practices and Procedures 
 
3.4.1 Reports 

(a)  The principal's financial report and any other interim reports shall be 
prepared and submitted according to the schedule and format prescribed 
in system adopted procedures. 
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(b)  A the close of the school year the annual report shall be prepared as 

system procedures provide, and shall be attested to by the principal and 
the preparer by their signatures as to its accuracy in reflecting the year's 
activity and year-end balances to be included in the System Annual 
Financial Report. 

 
3.4.2  Audits 

(a)  The school board shall provide for an annual audit of internal funds. 
(b) The signed, written report of the audit shall include notations of any failure 

to comply with Alabama Statutes, State Board of Education Rules and 
rules of the school board. The report, which must also provide 
commentary as to financial management and irregularities, shall be 
presented to the school board while in session and filed as a part of the 
public record. 

(c) Each school may elect to have its Internal Accounts records audited by a 
Certified Public Accountant or CPA firm.   

 
3.4.3 Cooperative Activities 

(a)  A cooperative activity is one in which the school participates with outside 
groups such as the P.T.A. or booster clubs through planning, staging, or 
conducting school-related activities. Such activities may be held on or off 
the school grounds and will usually take the form of fund-raising events 
such as carnivals, paid entertainments, or food sales. 

 
(b)  Such activities must be approved by the principal and be beneficial to 

students.  System procedures shall be followed to provide appropriate 
accounting for funds and to ensure compliance with policies contained 
herein. If a share of the proceeds is to be disbursed to the cooperating 
group, a prior written agreement should be executed. 

 
3.4.4  Fundraising 

(a)  Each fundraising activity shall be planned to finance a specified objective. 
 
 (b) Each fundraising activity shall have the approval of the organization 

sponsor and the principal. 
 
(c)  The principal shall control the fundraising activities conducted in the name 

of the school, and assure that the purposes are worthwhile.  
 

(1)  Raffles and other activities of chance shall not be conducted for 
school connected activities. 

 
(2)  Fundraising activities for which students are charged an admission 

shall not be presented during school hours. 
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(d)  When any school organization or group is involved in a fundraising activity 

or any function exposing the school board to extraordinary liability, 
approval must be obtained in advance from the superintendent or 
designee. 

 
(e)  Collections for all school sponsored fundraising activities must be 

deposited in the internal fund, and all transactions in connection with the 
activity conducted in accordance with school board rules. 

 
3.4.5  Retention of Records  

(a)   No public official may mutilate, destroy, sell, loan or otherwise dispose of 
any public record without the consent of the Local Government Records 
Commission. Provided applicable audits have been released, records may 
be disposed of in accordance with procedures established by the Local 
Government Records Commission. 

 
(b)  Procedures for destruction of records shall be in accordance with the rule 

of the Local Government Records Commission.    
 
3.4.6  Sales of Food and Beverages 
 The sale of food or beverages to students by direct sale or through vending 
machines shall be in accordance with state law. 
 
 

Transition of Principals 
 

Responsibilities for out-going and incoming Principals:  
 

The following items should be completed to ensure a smooth transition from one 
principal to the next. These items bring closure to the outgoing principal’s tenure and 
assist the incoming principal with learning the school’s Internal Accounts status as well 
as safeguarding the school’s assets. Principals should call their supervisor for 
assistance with these items. Any discrepancies must be resolved prior to the change in 
administration.  
 
Outgoing Principal  
 

• Ensure that the books of record are posted to date.  
 

• Ensure that the Internal Accounts Monthly Summary is submitted for the most 
recent month and that the school is preparing its records accurately.  

 
• Verify that the reconciled bank statement, the General Ledger, and the Trial 

Balance for the previous month are in agreement.  
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• Relinquish signatory authority to sign purchase orders and checks on school 

accounts in sufficient time to allow them to clear before change of administration. 
 

• Update Concession Sales Accounting Reports for all continuous sales.  
 

• Review the Concession Sales Accounting Reports for all sales conducted during 
the past calendar year to ensure the accounting of all money/merchandise.  

 
• Ensure that approved Ticket Accounting Reports are on file for all activities for 

which tickets were utilized.  
 

• Secure all outstanding Teacher Receipt books. All receipted money not 
previously submitted by teachers must be deposited immediately with the School 
Treasurer.  

 
• On the date of the change of administration, Treasurer’s Receipts must be 

reconciled with bank deposits and cash on hand to ensure for the accounting of 
all money not deposited at the end of the previous month and collected during 
the current month.  

 
• The following documents must be reviewed and signed by the outgoing principal 

and the representative of the Region Education Officer to indicate that the 
documents have been reviewed and are accurate:  

 
o Cash Account 
o  Internal Accounts Monthly Summary  
o  Reconciled Bank Statement 
o  Concession Sales Accounting Reports  
o Fixed Asset Inventory  
 

Incoming Principal  
 

• Study the financial statements and the most recent audit report. If the report is 
not available at the school, a copy should be requested from the Department of 
Audit Services. The principal should review the audit report and ensure that the 
audit exceptions have been corrected.  

 
• As of the date that the administration changes, obtain signature cards from the 

school’s depository institution prior to the transfer. The new cards must add the 
name of the incoming principal and delete the name of the outgoing principal as 
authorized check signatories. Schools are to have only one checking account.  

 
• Run an activity report to verify budget line balances and reconcile Board of 

Education budgets and Internal Accounts balances.  
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• Run a report on all open purchase orders to verify agreement with any cash to be 

spent and/or merchandise to be received.  
 

• Change the passwords on all systems to which the outgoing principal was 
allowed access.  

 
• If necessary, ask General Accounting to verify the latest fixed assets inventory.  

 
• Collect all keys to school door locks, and if necessary, change the locks. 

 
Changing Clerks, Treasurers and Business Managers  
 

For all new school clerks, treasurers and business managers, similar procedure 
should be followed. 
 
Securing Financial Records 
 

All school financial records must be kept at the school in a secure location. A 
secure location is defined as a locked, fire resistant cabinet or vault. This includes 
electronic media such as diskettes with the Internal Accounts records. Original records 
such as invoices and receipts must remain at the school at all times.  
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23.  SPECIAL EDUCATION 
 

A Consideration of Equity 
 

Horizontal Equity 
 
 Horizontal equity in school finance is similar to the horizontal principle in public 
finance.  Tax equity refers to the issue as to whether or not a tax is fair.  Individuals, or 
businesses, in the same or equal circumstances are treated equally.  For example, an 
income tax with horizontal equity provisions will assess the identical amount of tax on 
everyone with the same income.  Or two families owning houses with the same market 
value would pay the same amount of property tax.  Individuals with equal abilities to pay 
should contribute the same amount of taxes (equal treatment of equals (Augenblick and 
Salmon, p. 211) (Swanson and King, p. 74) (Odden and Picus, p. 102). 
 
 Horizontal equity occurs when children with similar education needs are treated the 
same, irrespective of the school system they attend in the state, equal treatment of equals.  
At its simplest, horizontal equity in school finance is achieved when all students receive an 
equal share of an object.  This could be total state and local general revenues, total 
current operating expenditures, instructional expenditures, instruction in the intended 
curriculum, focus on thinking and problem solving, and scores on student criterion-
referenced assessments.  Horizontal equity assumes that all students are alike.  This is 
the underlying basis for arguing for equal spending across local school systems and even 
school sites within a local school system. 
 

 The principle of horizontal equity is best used for subgroups of 
students—all elementary students in the regular program, all high school 
students in an academic program, or all students performing below the first 
quartile on a student achievement measure.  For carefully selected 
subgroups of students, it is reasonable to require equal distribution of 
resources, or some other object selected for equity analysis.  Of course, 
care must be taken to create a legitimate subgroup of students, for which 
homogeneity claims are accurate (Odden and Picus, p. 60). 

 
Vertical Equity 
 
 In the case of taxpayers, individuals are generally not equally situated.  In public 
finance, vertical equity is used to describe how a tax treats individuals in different 
economic conditions.  The degree to which a tax should be varied is a value judgment; the 
basis upon which it should value is a public policy decision.  Vertical tax equity is 
characterized by decisions regarding ability to pay.  For the income tax, there are 
exemptions and there are variations in rate in a progressive structure. (Odden and Picus, 
p. 60).  Vertical tax equity calls for unequal treatment of unequals, differing amounts of 
taxes from individuals with differing ability to pay.  Those with more ability to pay, pay more 
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than those with less ability to pay.  In theory, however, all make equal sacrifices (Swanson 
and King, p. 74) 
   
 Vertical equity occurs when children with different educational needs are treated 
differently from other children, unequal treatment of unequals (Augenblick & Salmon, p. 
211).  Students with more expensive educational needs would have additional educational 
resources made available to them irrespective of the area in the state in which they attend 
school.  These needs could include physical or mental handicaps, low achievement and 
limited English proficiency.  It can be argued that gifted and talented children also 
represent greater educational needs.  But student needs are only one category of needs to 
be considered in assessing vertical equity.  School system characteristics evidencing 
greater need could include prices, scale economies, transportation, energy costs, 
municipal overburden, and enrollment growth.  A third type characteristic of vertical needs 
is program needs, such as vocational education, laboratory science, bilingual education, 
and small classes in advanced topics (Odden & Picus, pp. 61-62). 
 
 Adjustments for more expensive education needs are usually made through one of 
two methods.  The first is by the creation of separate programs of categorical aid, which 
are funds restricted to a specific purpose only.  As such, resources follow the special 
needs of students over and above the basic state financial aid program such as a 
foundation program.  The other method is to use pupil-weighting when pupils are counted 
in the basic state financial aid program.  In the case of a foundation program, an amount 
allocated per student for “basic schooling” would be increased to reflect the students more 
expensive educational needs (Center for the Future of Children, p. 10). 
 

Issues Of Vertical Equity In Alabama 
 
 The 1995 Foundation Program achieves a degree of horizontal equity through the 
chargeback, which is statutorily capped at 10.0 equivalent mills.  However, funding for 
special education and vocational education, formerly categorical aid programs, is 
contained within the reduced divisors as previously described.  This methodology 
assumes that every local school system will have a uniform incidence of needs for these 
types of funding.  In addition, the funds for at risk programs provided in the Capital Outlay 
Program are also normally distributed.  That is, early local school system is calculated to 
have the same amount per student.  This procedure is contrary to concept of vertical 
equity;  that is, treating unequals unequally.  This concept assumes that students with 
different educational needs must receive additional funding to meet those needs, and that 
the funding should follow them to their local school system.  This is why special education, 
vocational education, and at-risk funding are usually categorical aid programs that are 
distributed on the basis of educational need. 
 
State Law Mandating Education for Exceptional Children Unchanged, 1995 
 
 The Legislature enacted the “Alabama Exceptional Child Education Act” in 1971.  
Its provisions for allocating special education teacher units to local boards of education 
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was amended in 1981 and defined the student load which would earn a teacher unit.  
These included one for each group to eight to 15 exceptional children, whether in a 
special class or taught to homebound students or hospitalized students, and for 
students in public state institutions.  Twenty percent of teacher units so earned were 
required to be used for the purpose of instruction of gifted children. The provisions for 
teacher units and for a set aside of units for gifted children was repealed by the 1995 
Foundation Program Law while leaving the mandate to provide appropriate instruction 
intact (Section 16-39-7, Code of Alabama 1975).  The requirement of services to be 
intellectually gifted would remain in the Code. 
 
Appropriate Instruction to be Provided 
 

The statutory mandate for providing appropriate instruction and special services 
was left unchanged.  This mandate follows. 
 

 Each school board shall provide not less than 12 consecutive years 
of appropriate instruction and special services for exceptional children, 
beginning with those six years of age, in accordance with the provisions of 
this chapter.  Such public instruction and special services shall be made 
available at public expense for each school year to exceptional children as 
provided herein.  The funds for such instruction and special services shall 
be derived from state, county, municipal, district, federal or other sources 
or combinations of sources.  Each school board shall set aside from its 
revenues from all such sources such amounts as are needed to carry out 
the provisions of this chapter, if such funds are available without 
impairment of regular classes and services provided for nonexceptional 
children.  If sufficient funds are not available to a school board to provide 
fully for all the provisions of this chapter as well as the educational needs 
of nonexceptional children, such board must prorate all funds on a per 
capita basis between exceptional and nonexceptional children.  No 
matriculation or tuition fees or other fees or charges shall be required or 
asked of exceptional children or their parents or guardians, except such 
fees or charges as my be charged uniformly of all public school pupils 
(Code of Alabama 1975, Section 16-39-3). 

 
Special Services to be Provided.  The Legislature further defined the Special Services 
to be provided: 
 

 Services relating to instruction of exceptional children (but not 
including the instruction itself) including, but not limited to:  administrative 
services; transportation; diagnostic and evaluation services; social 
services; physical and occupational therapy; job placement; orientation 
and mobility training; braillist services and materials; typists and readers 
for the blind; special materials and equipment; and such other similar 
personnel, services, materials, and equipment as may from time to time 
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be approved by regulations adopted hereunder by the State Board of 
Education (Code of Alabama 1975, Section 16-39-2). 

 
Definition of Children to be Served.  The 1995 revisions also left intact the definitions 
of “Exceptional Children” first developed by the legislature in 1971 eligible to receive 
these services: 
 

 Persons between the ages of six and 21 years who have been 
certified under regulations of the State Board of Education by a specialist 
as being unsuited for enrollment in regular classes of the public schools or 
who are unable to be educated or trained adequately in the regular 
programs including, but not limited to:  the mildly and moderately to 
severely retarded, and also the profoundly retarded; the speech impaired; 
the hearing impaired, deaf and partially hearing; the blind and vision 
impaired; the crippled and those having other physical handicaps not 
otherwise specifically mentioned herein; the emotionally conflicted; those 
with special learning disabilities; the multiple handicapped; and the 
intellectually gifted (Code of Alabama 1975, Section 16-39-2). 

 
Responsibilities of State Board of Education.  The Legislature also made it clear that 
this was a state-mandated and governed program and that responsibility for the 
operation of the program was delegated to the State Board of Education:   
 

 The State Board of Education shall adopt regulations covering: 
 (1) The qualifications of specialists for each type of exceptionality 
and standards for certification of exceptional children; 
 (2) Minimum standards of instruction and special services to be 
provided for each type of exceptionality at each grade level; 
 (3) Reasonable qualifications for teachers, instructors, therapists 
and other personnel needed to work with exceptional children; 
 (4) Guidelines for suitable five-year incremental plans for 
implementation of the program set forth in this chapter for various types of 
typical situations likely to be encountered by school boards in the State of 
Alabama; and 
 (5) Such other rules and regulations as may be necessary or 
appropriate for carrying out the purposes of this chapter (Code of Alabama 
1975, Section 16-39-5). 

 
Summary and Conclusions.  It is clearly the intent of the Legislature that educational 
services to exceptional children must be provided.  All references to and definitions of 
children to be served and instruction and services to be provided were unchanged in the 
1995 revisions.  Educational needs of identified individual children remain the basis of 
the educational program to be offered.  The major change was a disconnect between 
the educational program and its costs and the resources and revenues necessary to 
implement the program.  Obviously, those local boards of education with access to 
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relatively greater financial resources (excess local revenues) will have to prorate 
services to nonexceptional children.  By the same logic, those local boards of education 
whose student population (and conditions of the general population) create a special 
education overburden will be more likely forced to prorate services to nonexceptional 
children. 
 

Reimbursement for Special Education Transportation 
 
 Among the special services ordered to be provided to exceptional children is 
transportation (Code of Alabama 1975, Section 16-39-2).  The Legislature in 1971 
recognized that transportation would involve additional costs to local boards of 
education and provided for reimbursement from the Education Trust Fund: 
 

 When authorized by regulations of the State Board of Education in 
lieu of the amount calculated on the basis of average daily membership 
otherwise authorized by law, there shall be allowed from the Education 
Trust Fund appropriation for transportation for each bus used exclusively 
for the purpose of transporting eight or more pupils classified as 
exceptional children who are unable to ride regular school buses 80 
percent of the cost of such transportation, and a proportionate amount 
shall be allowed for a vehicle used exclusively for the transportation of a 
smaller number of exceptional children in average daily membership as 
prescribed by regulations of the State Board of Education (Code of 
Alabama 1975, Section 16-39-11). 

 
Presently no regulations of the State Board of Education are available to determine 
implementation of this law. 
 

Special Education of Preschool Handicapped Children 
 
 The Legislature approved legislation in 1991 known as the “Alabama Preschool 
Special Education Act.”  The purpose of the Act (Acts 1991, No. 91-474 was to establish 
a preschool special education program for children with disabilities for ages three 
through five years inclusive.  All local boards of education are required under the 
provisions of this Act to provide free appropriate public education for all eligible children 
with disabilities.  This Act is in accordance with the Individuals with Disabilities 
Education Act.  Free and appropriate public education must be provided as defined by 
federal statute under Public Law 91-230 (Code of Alabama 1975, Sections 16-39A-1 
through 3).  The Act follows as codified: 
 

Short title. 
 
This chapter shall be known and may be cited as the "Alabama Preschool 
Special Education Act." (Code of Alabama 1975, Section 16-39A-1). 
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Establishment of program; agencies to provide free appropriate 
public education for eligible children in accordance with act. 
 

There is hereby established a preschool special education program 
for children with disabilities, ages three through five years, inclusive. All 
county and city local education agencies are required to provide free 
appropriate public education for all eligible children with disabilities, ages 
three through five years, inclusive, in accordance with the Individuals with 
Disabilities Education Act, previously known as the "Education of the 
Handicapped Act," Public Law 91-230, and all amendments thereto (Code 
of Alabama 1975, Section 16-39A-2). 
 
Definitions. 
 
For purposes of this chapter, the following words, terms and phrases shall 
have the following interpretations: 
(1) PRESCHOOL CHILDREN WITH DISABILITIES. Those children with 
disabilities, ages three through five, inclusive, determined eligible for 
special education services under existing federal and state laws, rules and 
regulations, and policies governing special education. 
(2) SPECIAL EDUCATION SERVICES. Services relating to instruction of 
preschool children with disabilities. 
(3) LOCAL EDUCATION AGENCY. A county or city school system in the 
State of Alabama. 
(4) FREE APPROPRIATE PUBLIC EDUCATION. That program as 
defined by federal statute under Public Law 91-230, and all regulations 
and amendments thereto (Code of Alabama 1975, Section 16-39A-3). 
 

 In the “Equity Funding Lawsuit,” John Doe, a disabled student moved to 
intervene as a plaintiff in the suit filed by the Alabama Coalition for Equity on August 3, 
1990.  This motion was granted on January 9, 1991, and on July 24, 1992, the Court 
certified a plaintiff sub-class of all children in Alabama aged three though 21 with 
identified disabilities (Order of March 31, 1993, p. 3).  The Court agreed that 
schoolchildren with disabilities have the same constitutional right as all other 
schoolchildren.  However, the sub-class which was represented by John Doe provided two 
additional claims.  The first was that under the “Alabama Exceptional Child Education Act” 
of 1971 (Act 106 of 1971)(Code of Alabama 1975, Section 16-39-1), children with 
disabilities were being deprived of their statutory right to an appropriate education and 
special services, as well under the “Alabama Preschool Special Education Act” of 1991 
(Code of Alabama 1975, Section 16-39A-1).  In addition, the Doe plaintiffs claimed that the 
Alabama system for funding special education was irrational and violative of the Alabama 
Constitution (Order of March 31, 1993, p. 115). 
 
 The Court agreed with both of these claims.  Prior to the passage of Act 106 in 
1971, a local board of education was permitted to exempt children with disabilities for 
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mandatory school attendance.  Exclusion for educational requirements was common 
(see Code of Alabama 1975, Section 16-28-6).  The federal grant program, The 
Education of the Handicapped Act, by Congress encouraged the education of these 
children.  Congress later adopted The Education For All Handicapped Children Act in 
1975 (EHA).  To receive funds under the provisions of this act, each state must have in 
effect a policy guaranteeing children with disabilities a “free and appropriate education.” 
Alabama adopted such language in 1971 requiring appropriate instruction and further 
applied it in 1991 (Order of March 31, 1993, pp. 115-117).  “The public interest at stake 
and the rights of children with disabilities justify relief in this case . . .  The Court rules that 
the total enrollment method of funding special education is irrational and arbitrary and in 
violation of the due process clause of the Alabama constitution (Order of March 31, 1993, 
p. 119).  No identified funding is provided for this purpose in the 1995 Foundation 
Program which incorporates the total enrollment method of funding special education.  
That same procedure which the Court had declared unconstitutional was again adopted 
by the Legislature in 1995. 
 

Funding Special Education:  A National Perspective 
 
Categorical Funding 
 
 Special education has traditionally been a separate categorical aid program 
administered at the state level.  Most states have used child counts, weighted formulas, or 
excess cost formulas to fund special education.  Table 23-1 below lists the approaches 
used in the various states.  In the child count, weighted formulae, and excess costs 
approaches, students with special learning needs are identified and a "label" attached.  
These labels are related to state funding practices that were developed to ensure that 
each identified student received appropriate service and that the more expensive the type 
of service indicated, the greater the financial support. 
 

Table 23-1 
Current  Special Education Finance Program by State 

State Funding Formula State Funding Formula 
Alabama Flat Grant Montana Flat Grant 
Alaska Pupil Weights Nebraska % Reimbursement 
Arizona Pupil Weights Nevada Resource-Based 
Arkansas Pupil Weights New Hampshire Pupil Weights 
California Resource-Based New Jersey Pupil-Weights 
Colorado Flat Grant New Mexico Pupil Weights 
Connecticut % Reimbursement New York Pupil Weights 
Delaware Resource-Based North Carolina Flat Grant 
Florida Pupil Weights North Dakota Flat Grant 
Georgia Pupil Weights Ohio Resource-Based 
Hawaii Pupil Weights Oklahoma Pupil Weights 
Idaho % Reimbursement Oregon Pupil Weights 
Illinois Resource-Based Pennsylvania Flat Grant 
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Indiana Pupil Weights Rhode Island % Reimbursement 
Iowa Pupil Weights South Carolina Pupil Weights 
Kansas Resource-Based South Dakota Flat Grant 
Kentucky Pupil Weights Tennessee Resource-Based 
Louisiana % Reimbursement Texas Pupil Weights 
Maine % Reimbursement Utah Pupil Weights 
Maryland Flat Grant Vermont Flat Grant 
Massachusetts Flat Grant Virginia Resource-Based 
Michigan % Reimbursement Washington Resource-Based 
Minnesota % Reimbursement West Virginia Flat Grant 
Mississippi Resource-Based Wisconsin % Reimbursement 
Missouri Resource-Based Wyoming % Reimbursement 

Pupil Weights - Two or more categories of student-based funding for special programs expressed as 
a multiple of regular education aid. 
Resource-based - Funding based on allocation of specific education resources (e.g. teachers or 
classroom units).  Classroom units as derived from prescribed staff/student ratios by disabling 
condition or type of placement. 
% Reimbursement - Funding based on a percentage of allowable or actual expenditures. 
Flat Grant - A fixed funding amount per student or per unit (Parrish, 1996, p. 455). 

 
 Identified drawbacks to categorical funding of special education involve the 
attachment of some sort of label to children follow: 

 
1. this funding practice contributed to the segregation of students into isolated 
programs; 
2. it serves as a financial incentive to over-identify students to receive additional 
state and federal aid;  
3. schools systems avoiding labeling practices are financially punished; 
4. it serves as a financial incentive to place students in the most restrictive 
environment to maximize funding; and 
5. students, once labeled, may retain that label throughout their education careers 
(CSEF Brief, No. 4, Fall 1994, pp. 1-2.) 

 
Alternative Funding Solutions 

 
 As is shown in Table 8-1 above, there are several different procedures for funding 
special education used by the respective states.  Within each procedure for funding, there 
are variations which are unique to that state.  A few of these are described below which 
did not fall under the categorical funding by exceptionality classification or pupil weights. 
 
(1) Flat-Funding 
 
 Under this plan, state funding for special education is not affected by the number of 
children who actually receive special education services or the type (expense) of service 
provided.  The amount of special education aid is based on the overall school system 
enrollment or average daily membership.  An example of this would be as follows:   
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District Funds for Special Education = ADM x 12% x F 
 
where  ADM = average daily membership 
   12% = assessed percentage of students with disabilities 
     F = amount of state special education funding per student. 
 
 Under this approach school systems with the same ADM get equal amounts of 
state special funding regardless of the number or percent of students identified for special 
education services.  It is anticipated that such a funding model generally creates incentives 
for school systems to reduce the number of students classified as having disabilities and to 
allow greater flexibility in the use of funds (CSEF Brief, No. 4, Fall 1994, p. 2). 
 
 
(2) Population-based funding or Census Funding 
 
Needs are Normally Distributed.  There are other terms that mean the same type of 
funding as Flat-Funding.  Population-based funding means that the funds available are 
simply divided by the overall student population as opposed to the number of students 
identified for special education (the CSEF Resource, Vol. 2, No. 1, Fall 1994, p. 1).  
Therefore, when dividing up special education fund among states from the federal level, or 
dividing up funds within a state to LEAs, each entity is considered as having the same rate 
of incidence of need. 
 
 In contrast to population-based funding, currently the total federal Part B allocation 
under the Individuals with Disabilities Education Act (IDEA) is divided by the number of 
students identified for special education services across the nation, a flat-grant per 
identified child.  The result is a single national allocation per identified student.  The total 
amount that a state receives would be that amount per student multiplied by the average 
amount per identified student up to a federal funding limit of 12 percent of the state's 
student population.  If this federal program were population-based, then states would 
receive funding only on the total number of students (general population) and independent 
of the number of students either needing or identified for special education services (the 
CSEF Resource, Vol. 2, No. 1, Fall 1994, p. 1). 
 
 Even supporters of  population-based allocation who support it at the federal level, 
also support the concept that  additional funds should be made available to those states or 
school systems with higher rates of poverty under Part B of IDEA.  Using the rationale that 
high concentrations of poverty are associated with at-risk conditions which lead to 
increased requirements for special education services.  Increasing the set-aside of special 
education funding for high poverty areas could provide more intensive and earlier 
intervention (the CSEF Resource, Vol. 2, No. 1, Fall 1994, p. 1).  
 
Needs Not Normally Distributed.  Studies have shown that statewide incidence of 
students in special education programs varied from just over six percent in Oregon to 
around 17 percent is Massachusetts.  Data from school district levels indicate that children 
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with disabilities are not normally distributed within the state just as they are not normally 
distributed among the states.  In data released by the National Center for Education 
Statistics for school years 1987-88 through 1992-93, Alabama reported a local school 
system with the highest of students with individualized educational plans at 20.9%, with 
the lowest incidence of 7.4%.  This ratio of range among districts is 3:1.  Massachusetts 
was much more dramatic, with a high incidence of 30.3% and a low incidence of 4.1% for 
a ratio of range of 7:1 (Jordan et. al, 1997, p. 47.). 
 
 Alabama has joined the states of Massachusetts, Montana, North Dakota, 
Pennsylvania, and Vermont in experimenting with census or population-based funding for 
special education (See Table 23-1).  Alabama's plan for funding special education by 
weighting grade level divisors by statute funds this program at the same rate for all local 
school systems on a per ADM basis.  With the exception of variations in the salary matrix 
by local board of education, every local board receives the same imputed amount for 
special education funding.  Should a local board experience a greater incidence of need, it 
is the funding problem of that local board to provide the services required by state law 
(Code of Alabama 1975, Section 16-13-232 (b)).  The effects of these plans have been 
that states and school systems with disproportionately large numbers of students with 
disabilities are financially penalized.  They must either fail to provide services deemed 
appropriate for children with special educational needs or provide such services at the 
expense of the regular academic program.  The type of inequity was noted in the recent 
Ohio school finance litigation; the Court noted that the inequities that occur when the 
funding for students without disabilities is based on the residual that remains after funding 
has been provided for students with disabilities (Derolph v. Ohio, pp. 472-473). 
 
 
(3) Personnel Reimbursement 
 
 Another funding alternative is Personnel Reimbursement which links special 
education funding to special programming rather than to labeled children.  In this situation, 
local school systems are reimbursed for actual services provided such as hours of 
remedial instruction, individualized tutoring, or psychological services.  Or they could be 
reimbursed for the costs of hiring specialists (social workers, specially trained teachers, 
etc.) to deliver special education services in accordance with an approved fully integrated 
school program.  State funds provide programs according to school system needs, not by 
the number and type of students identified (CSEF Brief, No. 4, Fall 1994, p. 2). 
 
 Integrating the special education programs into the general educational program 
(an inclusive system) requires some flexibility of how funds are used.  An inclusive 
systems means creating a network of professionals, volunteers, community members, and 
child and family agencies to provide services.  Such a "seamless web" requires special 
education funding to the local school system that is provided free of earmarking restricting 
to allow local officials to provide/purchase/contract services that serve the best interests of 
students.  This means a shift in the role of school staff from delivers of education to 
brokers of the multiple services that are available (CSEF Brief, No. 4, Fall 1994, p. 3). 
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(4) Special Education Overburden 
 
 While census- or population-based funding is an effort to sidestep the traditional 
criticisms leveled at categorical special education funding (previously discussed in this 
Chapter) additional problems are created as well.  An alternative funding mechanism 
which would increase program flexibility is the Educational Overburden Index (EOI).  
The funding procedure stands as a proxy for the educational needs of each local school 
system based upon the differing educational and socioeconomic conditions among local 
school systems.  The creation of such an EOI is guided by the following criteria: 
 

1. The index should be based on publicly available data. 
2. The index should be applied to the base funding level in each local 

school  
3. Data elements should be sufficiently objective to prevent local school 

systems from manipulating them to scam the system to receive 
unjustified funding. 

4. The resulting index should allocate a proportionately greater amount of 
support to local school system whose students possess these 
characteristics or whose community possesses the defined 
socioeconomic conditions that policymakers which to incorporate into the 
system.  

5. The process should be replicable and reasonable in scope without 
placing an excessive data burden on local schools or systems (Jordan 
et. al. 1997, pp. 63-64). 

 
 Factors which could be included to calculate the index and scale it for a multiplier of 
base funding includes the following:  percent of students with IEPs, percent of 
unemployment, percent of children living below the poverty level, per capita income, 
percent of population with a high school education or higher, percent of youths 16 to 19 
not in school and without a high school diploma, percent of persons with low English 
proficiency, and percent of persons living elsewhere during the year (Ibid, p. 64).  Such an 
index could simultaneously eliminate the disadvantages ascribed to categorical aid funding 
of special education while recognizing that needs are not normally distributed.  The EOI 
thus accommodates the concept of vertical equity 
 

Census Funding In Alabama Unconstitutional, 1993 
 
State Board of Education Implements Census Funding, 1972 
 
 Beginning in 1972, the State of Alabama used a school system’s total enrollment to 
calculate each local board of education’s allocation from two line items appropriated by the 
state legislature, one for special education teacher units and one of unrestricted funds for 
any appropriate use.  Under the “total enrollment method,” local boards of education with 
larger percentages of special education children received less money per special 
education pupil than did school districts having a smaller percentage of special education 
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students.  The decision to utilize this method of distribution was by action of the Alabama 
State Board of Education.  The annual education appropriations act by the Legislature left 
the allocation plan of the special education funding to the discretion of the State Board of 
Education. 
 
 Testimony in the equity funding lawsuit indicated that as long of percentages of 
special education students vary from system to system, the total enrollment method would 
result in school systems with a high percentage of children with disabilities receiving less 
per pupil than districts with relatively lower percentages.  The Court in the Liability Order 
found that “ … this is a substantial disparity resulting in inadequate funding for the 
education of children with disabilities.  The total enrollment method is not based on the 
needs of special education students and does not take into account the number or the cost 
of educating those children (Order of March 31, 1993, pp. 34-35).” 
 
 While the equity funding lawsuit was being considered by the court, the State Board 
of Education voted to change the manner of distributing special education funds in a 
phase-in period.  These funds, under this Board action, would be allocated on a weighted 
child count.  The immediate problem with such a change in distribution was that some 
local boards of education would lose special education funding and others would gain.  
This necessitated a phase-in period with the assumption that the legislature would 
increase the number of special education teacher units appropriated.  The Court held that 
even such a phase-in would still leave a system of funding that did not remedy the prior 
inequity.  Governor Hunt argued that local boards of education were responsible for the 
provision of an appropriate education to children with disabilities, not the state.  The Court, 
however, determined that “substantially all critical decisions regarding allocation of special 
education funds rests with the state (Order of March 31, 1993, pp. 35-36).”  The ultimate 
responsibility of special education remains with the state, not local authorities.   
 
 
Liability Order Finds Census Funding Unconstitutional, 1993 
 
 The Court decided the issue in the Liability Order as follows: 
 

 Under the state due process clause, the funding scheme must be 
reasonable and bear a substantial relationship to the public need.  Baldwin 
County Board of Health v. Baldwin County Elective Membership Corp., 355 
So,2d 708, 710 (Ala 1878).  The total enrollment method of funding special 
education is based entirely on the total number of students in regular and 
special education.  Because the funds available per special education pupil 
are not tied to the cost of educating those pupils, the system penalizes 
school systems which try to serve all children with disabilities.  As the 
number of special education students increases, the money per pupil 
decreases. The Court concludes that such a scheme is irrational and has no 
relationship to the public interest in appropriately educating students with 
disabilities. 

    
  591        
     



Alabama Public School Finance Reference 
Budgeting - Unemployment & Workers’ Compensation 
 

 The Court rules that the total enrollment method of funding special 
education is irrational and arbitrary in violation of the due process clause of 
the Alabama constitution (Order of March 31, 1993, p. 119). 

 
 Another issue raised was the claim by Governor Hunt that the proper vehicle for 
special education interests for enforcing the right to an appropriate education is by 
administrative remedy, or in the alternative, by petitioning the state attorney general to file 
suit.  In rejecting these arguments, “the Court rules that when exhaustion of administrative 
remedies would clearly be futile, a class of aggrieved special education students may 
properly bring suit in state court to remedy systemic deficiencies in special education 
without the assistance of the attorney general (Order of March 31, 1993, p. 121).” 
 
 The Court in the Liability Order further concluded:   

 
 “That the state officers charged by law with responsibility for the Alabama public 
school system, are hereby enjoined to establish, organize, and maintain a system of public 
schools, that provided equitable and adequate educational opportunities to all school-age 
children, including children with disabilities, throughout the state in accordance with the 
constitutional mandates of Ala. Const. art. XIV, Section 256; art. I, Sections 1, 6, 13, and 
22; and to provide appropriate instruction and special services to children with disabilities 
aged three through twenty-one pursuant to Ala. Code Sections 6-39-3 and 16-39A-2 
(Order of March 31, 1993, p. 124).” 
 
 The conclusion of the Alabama Court joins it to a short list of state court cases 
which have served to clarify the future of special education finance.  The Order written by 
Judge Reese has come to be regarded as a landmark case along with similar conclusions 
made in the courts of Ohio and Wyoming. 

 
Additional Landmark Cases Challenging State Special Education Funding 
 
 State courts have issued rulings of the constitutionality of their state system of 
financing public education in 21 states since 1989.  In addition to the primary issue of 
equity, additional issues of adequacy and funding special needs have also come under 
review.  Of the 21 cases decided, 11 have overturned the state system of financing 
education as being invalid.  Three cases have addressed the issues associated with 
special education and have found the provisions for financing special education to be 
unconstitutional.  Alabama has been one of these states.  Courts in Ohio and Wyoming 
have reached similar conclusions (Center for Special Education Finance, Brief No. 9, 
February 1998, p. 1). 
 

Ohio—Derolph v. State, 1997 
 
 Testimony presented in the Ohio equity funding lawsuit explained that since 
providing programs and services for children with disabilities were mandatory, local school 
systems were forced to rely of their general fund monies to fund a special education 
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program mandated but unfunded by the state.  An outcome of this first call on state and 
local funding to meet the mandated special education services, was that fewer funds were 
left for regular education.  Special education financing became a critical issue for regular 
education financing as special education costs consumed 20.81% of a poor school 
system’s budget and 10.81% of a wealthy school system’s budget. 
 
 The Court ruled that under the present funding system, the amount of money that 
supported Ohio schools bore no relationship to the actual costs of educating students.  
Providing a uniform amount of state funding to all local school systems for special 
education and services (and vocational education) represented a flaw in the system of 
school funding.  Such measures worked against the equalization effect of the current 
formula.  The court instructed the General Assembly to create a new financing system 
which included a new fund scheme for general education and for both special education 
and vocational education (Verstegen, 1998, p. 301). 
 
 The Court also focused on the condition of school facilities in Ohio, revealing that 
80% of the school buildings were not accessible to children with disabilities and were in 
many instances unsafe.  The Court concluded that school facilities must be taken into 
account in state school finance systems (Center for Special Education Finance, Brief No. 
9, February 1998, p. 3). 
 

Wyoming—Campbell County School District v. State, 1995 
 
 The court in Wyoming struck down the state general education finance system in 
part because it did not include research-based differentials that identified the real cost of 
providing public education in small and urban districts and because it did not recognize 
justifiable costs of providing special education services.  The court concluded that the 
failure to properly finance the differential costs of special education resulted “in the 
encroachment of special education costs on general program funds, and caused both the 
general and special education finance system to be found inadequate, inequitable, and 
unconstitutional under provisions of the Wyoming state constitutions (Center for Special 
Education Finance, Brief No. 9, February 1998, p. 2).” 
 
 Evidence to reach this conclusion had been provided by testimony of local 
superintendents who convinced the court that in many cases educational costs exceeded 
the operating revenues provided by the state because the current funding system made no 
adjustment for varying educational costs.  The Wyoming Supreme Court in its 1995 
decision instructed the legislature to create the best educational system and to determine 
the cost and to fund it.  Aspects which must be included in this system would be not only 
small class sixes and low student/computer ratios, but also ample provision for at-risk 
students, special problem students, and talented students (Verstegen, 1998, pp. 293-295), 
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Implications of the Three States’ Decisions 
 
 The conclusion has been made that failure to provide for adequate funding for 
special education services results in a restriction of the availability of these services to 
children and youth with disabilities and makes the education services so provided a 
function of the wealth of local school systems.  In addition, the increased costs of these 
services encroached on the funding available to the support of general education and thus 
further created inadequacy and inequity.  The following parameters for providing a new 
special education system can be stated: 
 

The new special education finance must be cost-based.  That is, the costs of 
providing an appropriate education must be determined through research 
studies; they must be legitimate and justifiable.   

 
The real costs of providing special education and related services must be 
incorporated in the state finance system and supported by the state, either 
through full state funding or state-local cost sharing.  If the funding of special 
education and related services is shared with localities, then state aid must 
be equitable—that is, conditioned of local ability-to-pay for education. 

 
The provision of special education and related services must be uniform 
across the state, regardless of whether a child is born in a more or less 
affluent area. 

 
Facilities must be safe, healthy, and accessible to all children, including 
children with disabilities.  In addition, facility costs are a state, not a local, 
responsibility (Center for Special Education Finance, Brief  No. 9, February 
1998, p. 4). 

 
 A great challenge for the popular concept that “all children can learn” is the cost of 
educational programs, and litigation, for special education.  Requiring that special 
education children be included in statewide assessments only exacerbates the need to 
assist their learning.  School finance funding decisions must consider the far-reaching 
excess costs associated with special education (Moran. pp. 59-60). 
 

Federal Provisions for Special Education 
 
 Special Education is one of the most dynamic and fastest growing aspects of 
education.  In the early 1970s, many public school systems provided spotty services for 
disabled students or did nothing at all.  This failure of services and two court opinions, 
Mills v. Board of Education, 348 F Supp. 866 (D.D.C. 1972), and Pennsylvania 
Association of Retarded Citizens (PARC) v. Commonwealth of Pennsylvania, 334 F. 
Supp. 1357 (E.D. Pa. 1971), 343 F. Supp. 279 (E.D. Pa. 1972), prompted Congress to 
pass two federal laws guaranteeing certain rights.  Under these statutes, local school 
systems are obliged to avoid purposeful or unintended discrimination and to provide 
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appropriate special education and related services that will enable children with special 
needs to benefit from public school education.  Both statutes, which have been 
amended several times since original enactment, establish procedural safeguards which 
must be followed.  These follow: 
 

(1) Individuals with Disabilities Education Act (IDEA), 20 U.S.C. § 1400 et. seq. 
(2) Section 504 of the Rehabilitation Act of 1973, 29 U.S.C. § 794 

 
 In 1990, Congress expanded the legal protection available to individuals with 
disabilities with the passage of the Americans with Disabilities Act which reinforced the 
obligation on public schools to provide programs and services to children with 
disabilities in a nondiscriminatory manner.  This constituted the third major federal law: 
 

(3) Americans with Disabilities Act of 1990 (ADA), 42 U.S.C. §§ 12101-12213 
 
 These laws have combined to provide a fertile ground for the phenomenal growth 
in the number of children with disabilities who receive special education and related 
services. 
 

Individuals With Disabilities Education Act (IDEA) 
 
Background 
 

The Individuals with Disabilities Education Act (IDEA) has a long history.  Prior to 
its implementation in 1975, approximately 1 million children with disabilities were shut 
out of schools and hundreds of thousands more were denied appropriate 
services.  Ninety percent of children with developmental disabilities were previously 
housed in state institutions.  Pressure for change originated with parent advocacy.  This 
combined with an equal opportunity movement to produce congressional actions.  Since 
approval, the legislation changed the lives of these children.  Many are learning and 
achieving at levels previously thought impossible.  As a result, they are graduating from 
high school, going to college and entering the workforce as productive citizens in 
unprecedented numbers. 
 

The Federal law that supports special education and related service 
programming for children and youth with disabilities was first known as the Education 
for the Handicapped Act (EHA).  The IDEA has its roots in this Public Law 94-142 (the 
Education of all Handicapped Children Act), which was originally enacted in 1975 to 
establish grants to States for the education of children with disabilities. In exchange for 
federal money, schools must have guaranteed that all children with disabilities receive a 
"free, appropriate public education." Different portions of the law cover children from 
birth to age 21. The law has been amended several times but originally addressed 
children with disabilities who were kept out of the public schools, and taught either at 
home or institutions.  Therefore, the origin of IDEA is both an education law and a civil 
rights law. 

    
  595        
     



Alabama Public School Finance Reference 
Budgeting - Unemployment & Workers’ Compensation 
 

The Individuals with Disabilities Education Act (IDEA) is the second largest 
federal elementary and secondary education program. After This law has been 
amended several times. Under Part B of the law, all eligible school- aged children and 
youth with disabilities are entitled to receive a free appropriate public education (FAPE).    

In 1986, the EHA was amended by P.L 99-457 to provide special funding 
incentives for states that would make FAPE available for all eligible preschool-aged 
children with disabilities ages three through five. Provisions were also included to help 
states develop early intervention programs for infants and toddlers with disabilities; this 
part of the legislation became known as the Part H program.  
 

The EHA was amended again in 1990 by P.L. 101-476, which, among other 
things, changed the name of the legislation to the Individuals With Disabilities Education 
Act or IDEA. The IDEA was first amended in 1992 by P.L. 102-119.   In May 1997, the 
U.S. Congress passed legislation reauthorizing and amending the Individuals with 
Disabilities Education Act After years of debate and negotiation during the 
reauthorization process, the Individuals with Disabilities Education Act Amendments, 
P.L. 105–17, was signed into law on June 4, 1997. Although IDEA '97 was signed into 
law on June 4, 1997, the final regulations were not issued by the U.S. Department of 
Education until March 12, 1999. 
 
Reauthorization of IDEA, 1997- Regulations Published, 1999 
 

On October 22, 1997 the U.S. Department of Education published proposed 
regulations called a "Notice of Proposed Rulemaking" to implement the new IDEA (P.L. 
105-17).  amendments. The Department held seven public hearings around the country 
and received nearly 6000 written comments to these proposed regulations.  On March 
12, 1999, the U.S. Department of Education published the final regulations in the 
Federal Register, 34 CFR Parts 300 and 303, to implement the amended IDEA. 

 
The amendments added in 1997 restructured IDEA into four parts. 

 
Part A:  General Provisions. This part contains the findings and purposes of the law and 
the goals for the new amendments. These goals include: 
 raising the expectations for children with disabilities and ensuring their access to 

the general education curriculum;  
 strengthening the role of parents and ensuring that families have meaningful 

opportunities to participate in the education of their children;  
 providing special education and related services, aids and supports in the regular 

classroom when appropriate; and  
 responding to the educational needs of minority children in an increasingly 

diverse society.  
Part A includes definitions of many of the terms used in the Act. It also clarifies the 
procedures regarding the U.S. Department of Education’s use of policy letters and other 
correspondence. 
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Part B: Assistance for Education of All Children with Disabilities. Describes the means 
by which the federal government will assist the states in carrying out the purposes of the 
Act and how the local educational agencies shall provide a free appropriate public 
education to students with disabilities between the ages of 3 and 21. Part B includes the 
basic rights and responsibilities of children with disabilities and their parents. 
 
Part C: Infants and Toddlers with Disabilities. Addresses the needs of infants and 
toddlers ages birth to 3 years old. 
 
Part D: National Activities to Improve Education of Children with Disabilities. Authorizes 
discretionary programs to improve the education of children with disabilities. 
 

Grants to States to for Free and Appropriation Education Under IDEA 
 
Grants for Free Appropriate Education to All Children with Disabilities 
 
AUTHORIZATION:  Individuals with Disabilities Education Act (IDEA), Part B, Sections 
611-617, and Part D, Section 674 as amended, 20 U.S.C. 1411-1417 and 1420.  
 
OBJECTIVES:  To provide grants to States to assist them in providing a free 
appropriate public education to all children with disabilities.  
 
USES AND USE RESTRICTIONS:  Funds are used by State and local educational 
agencies, in accordance with the priorities in the Act, to help provide the special 
education and related services needed to make a free appropriate public education 
available to all eligible children. This program is subject to non-supplanting 
requirements and must use a restricted indirect cost rate which is referenced under 34 
CFR 76.564-76.569. 
  
ASSISTANCE CONSIDERATIONS: Formula and Matching Requirements:  Funds for 
the 50 States, the District of Columbia, and Puerto Rico, are allotted on the basis of a 
certified count of the number of children with disabilities aged 3 through 21 years, 
receiving special education and related services on December 1 of the fiscal year that 
the grant is made. Funds to the outlying areas are allotted proportionately among them 
on the basis of their respective need, not to exceed one percent of the aggregate 
amounts available to the States in a fiscal year, as determined by the Secretary of 
Education. The Department of the Interior receives 1.226 percent of the total amount 
available to States. There are non- supplanting and excess cost requirements. The 
statistical factors used are: 1) The total number of children with disabilities receiving 
special education (3 through 21 years old) by State: the sources are the unpublished 
reports from the State educational agencies; 2) the average national per pupil 
expenditure; and 3) "Revenues and Expenditures," CES. Statistical factors used for 
eligibility do not apply to this program. This program has maintenance of effort (MOE) 
requirements. See funding agency for further details.  
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Length and Time Phasing of Assistance:  Grants are issued each fiscal year. Obligation 
period is a 15 month period from July 1 through September 30 plus a 1-year carryover 
provision.  
 
PROGAM ACCOMPLISHMENTS: In fiscal year 2000, all eligible State agencies are 
expected to receive funding and 6.3 million children are expected to be served.  
 
EXAMPLES OF FUNDED PROJECTS:  This is a State-administered program. State 
educational agencies provide funds to local educational agencies to provide special 
education and related services to children with disabilities.  
 
 
Grants for Free Appropriate Education to All Children with Disabilities 
 
AUTHORIZATION:  Individuals with Disabilities Education Act (IDEA), Part B, Section 
619, as amended.  
 
OBJECTIVES:  To provide grants to States to assist them in providing a free 
appropriate public education to children with disabilities ages 3 through 5 years, and at 
a State's discretion, to 2 year old children with disabilities who will reach age three 
during the school year.  
 
TYPES OF ASSISTANCE:  Formula Grants.  
 
USES AND USE RESTRICTIONS:  Funds are used by State education agencies in 
accordance with the priorities in the Act to: (1) Provide a free appropriate public 
education (FAPE) to preschool children with disabilities ages 3 through 5, and at the 
State's discretion, to 2-year old children with disabilities who will reach age 3 during the 
next school year; (2) at the State's discretion, to set aside some grant funds to be used 
to administer section 619 and to use State set-aside funds for support services, direct 
services, for the State's State Improvement Plan, for activities to meet the State's 
performance goals, and to supplement other funds used for a Statewide coordinated 
service system designed to improve results for children and families. This program is 
subject to non-supplanting requirements and must use a restricted indirect cost rate 
which is referenced under 34 CFR 76.564-76.569 
 
ELIGIBILITY REQUIREMENTS:  State education agencies in the 50 States, the District 
of Columbia, Puerto Rico.  Three through 5-year old children, and (at the State's option) 
2-year old children that will reach age 3 during the school year, having mental 
retardation, hearing impairments, including deafness, speech or language impairments, 
visual impairments, including blindness, serious emotional disturbance, orthopedic 
impairments, autism, traumatic brain injury, other health impairments specific learning 
disabilities, or developmental delays that require special education and related services 
will benefit.  
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APPLICATION AND AWARD PROCESS:  States are eligible to receive Preschool 
Grant funds if the State education agency establishes eligibility under section 612 of the 
IDEA and if the State makes free appropriate public education available to all 3 through 
5-year old children with disabilities. Local education agencies establish eligibility for 
Preschool Grant funds by meeting local application eligibility requirements in section 
613 of Part B of the IDEA.  Once the State has established eligibility to receive funds 
under part B of the IDEA, a grant award representing the total preschool grant amount 
for that fiscal year is forwarded to the State's department of education. A State must 
serve all 3 through 5- year old children with disabilities if the State wants to continue 
participating in this program, as well as to receive funds for 3 through 5-year old 
children served under the Grants to States program and discretionary funds under Part 
D of the IDEA pertaining to projects for 3 through 5-year old children with disabilities.  
 
ASSISTANCE CONSIDERATIONS:  Formula and Matching Requirements:   Preschool 
Grants are awarded to States based on a statutory formula. A State first receives the 
amount it received under this program in federal fiscal year 1997. If the appropriation for 
this program in any subsequent fiscal year exceeds the amount for the preceding fiscal 
year, 85 percent of the excess appropriation over the fiscal year 1997 appropriation is 
awarded to States based on their relative populations of children aged 3 through 5, and 
15 percent of the excess appropriation is awarded based on the State's relative 
population of all children aged 3 trough 5 living in poverty.  
Length and Time Phasing of Assistance:   Grants are issued each fiscal year. The 
obligation period is one fiscal year (a 15-month period from July 1 through September 
30) plus a one year carryover provision.  
 
PROGAM ACCOMPLISHMENTS: All State agencies, Puerto Rico, and the District of 
Columbia are expected to continue to receive funding under this program.  
 
EXAMPLES OF FUNDED PROJECTS:  Approved applications from the State 
education agencies which meet the requirements as set forth in the Individuals with 
Disabilities Education Act and implementing regulations at 34 CFR Part 300 are funded 
under this program, as well as provide free appropriate public education to all children 
with disabilities aged 3 through 5 years.  
 
 

Individuals with Disabilities Education Act and No Child Left Behind 
 

On January 8, 2002, President Bush signed into law the No Child Left Behind Act 
of 2001, the most sweeping reform of the Elementary and Secondary Education Act 
(ESEA) since ESEA was enacted in 1965. It redefined the federal role in K-12 education 
and is intended to help close the achievement gap between disadvantaged, disabled 
and minority students and their peers.  The Act is based on four basic principles: 
stronger accountability for results, increased flexibility and local control, expanded 
options for parents and an emphasis on proven teaching methods. There are 6.1 million 
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students with disabilities in the United States and this new law will help ensure they all 
receive a quality education. 

 
The following are provisions in No Child Left Behind that are intended to benefit 

students with disabilities: 
 

 The No Child Left Behind Act provides unprecedented new flexibility for all 50 
states and every local school district in America in the use of federal education 
funds. States will receive the freedom to target up to 50 percent of federal non-
Title I dollars under the Act to programs that will have the most positive impact on 
the students they serve, including students with disabilities. 

 
 Assessments must provide for adaptations and accommodations for students 

with disabilities as defined in the Individuals with Disabilities Education Act 
(IDEA). 

  
 Assessment results and state progress objectives must be broken out by student 

groups based on poverty, race and ethnicity, disability and limited English 
proficiency (LEP) to ensure that no group is left behind. 

 
 States' definitions of "adequate yearly progress" (AYP) must include separate 

measurable annual objectives for continuous and substantial improvement for the 
achievement of groups of students, including students with disabilities. 

 
 If a Title I school fails to make AYP, provisions in the Act authorize what steps 

are to be taken to improve the situation, depending on the length of time the 
school fails to achieve AYP. 

 
 The Act provides increased support for supplemental services for students 

attending persistently failing Title I schools (those that have failed to meet the 
state standards for at least 3 of the 4 preceding years). Districts must provide 
Title I funds (approximately $500$1,000 per child) for low-achieving 
disadvantaged students in the school to obtain supplemental services, tutoring, 
after school services, or summer school programs from the provider selected by 
parents from a state approved list. If the child has a disability, services have to be 
consistent with the goals in the child's individual education program. 

 
 The local education agency (LEA) plan, which is required in order to receive a 

subgrant under the No Child Left Behind Act, must be coordinated with other 
federal programs, including the IDEA. The plan must describe how the LEA will 
coordinate and integrate services under Title I with other education services such 
as services for students with disabilities to increase program effectiveness, 
reduce duplication and reduce fragmentation of the instructional program. 

 To meet the principle that resources must focus on proven educational methods, 
one of the seven required uses of an LEA's subgrant of Reading First funding is 
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to provide a research-based program of reading instruction to children from K-3 
grade who may have reading difficulties, are at risk of being referred to special 
education based on these difficulties, have been evaluated but not identified 
under the IDEA, are being served under the IDEA as a child with a severe 
learning disability (SLD) related to reading, are deficient in essential components 
or reading skills, or have LEP. 

 
 LEA applications must describe how the LEA will provide training to enable 

teachers to teach and address the needs of students with different learning 
styles, particularly students with disabilities and students with LEP. 

 States are required to include in their applications for a grant a description of how 
the professional development activities will be coordinated with professional 
development activities provided under other federal, state and local programs. 
Under the IDEA the U.S. Department of Education is currently funding 36 State 
Improvement Grants and expects to fund 8 or 9 more this year so almost every 
state will have one. Grantees must spend 75 percent of the funds on professional 
development. 

 
 The Early Childhood Educator Professional Development grant applications must 

include a description of how the project will train early childhood educators to 
meet the diverse educational needs of children in the community, including 
children who have LEP and children with disabilities. 

 
Alabama’s State Provisions for Maintenance of Effort 

 
In general, IDEA funds cannot be used to reduce the level of expenditures for the 

education of children with disabilities made by the LEA from local funds below the level 
of those expenditures for the preceding fiscal year.   Except as provided in Sections. 
300.232 and 300.233, funds provided to an LEA under Part B of the Act may not be 
used to reduce the level of expenditures for the education of children with disabilities 
made by the LEA from local funds below the level of those expenditures for the 
preceding fiscal year.  An LEA must budget for the education of children with 
disabilities, at leas the same total or per-capita amount as the LEA spent for the most 
recent prior year.  Noncompliance with the Maintenance of Effort report could result in 
the payback or reduction of Federal Funds.  Payments to an LEA could be withheld until 
the LEA is found to be in compliance with the requirement. 
 
Section 300.232  Exception to Maintenance of Effort – An LEA may reduce the level 
of expenditures by the LEA under Part B of the Act below the level of those 
expenditures for the preceding fiscal year if the reduction is attributable to the following: 
 
 (a)(1) The voluntary departure, by retirement or otherwise, or departure for just 

cause, of special education or related services personnel, who are replaced by 
qualified, lower-salaried staff. 

 (a)(2) In order for an LEA to invoke the exception in paragraph (a)(1) of this 
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section, the LEA must ensure that those voluntary retirements or resignations 
and replacements are in full conformity with: 

o (i) Existing school board policies in the agency; 
o (ii) The applicable collective bargaining agreement in effect at that time; 

and  
o (iii) Applicable State statutes. 

 (b) A decrease in the enrollment of children with disabilities. 
 (c) The termination of the obligation of the agency, consistent with this part, to 

provide a program of special education to a particular child with a disability that is 
an exceptionally costly program, as determined by the SEA because the child – 

o (1) has left the jurisdiction of the agency; 
o (2) has reached the age at which the obligation of the agency to provide 

FAPE to the child has terminated; or  
o (3) NO longer needs the program of special education. 

 (d) The termination of costly expenditures for long-term purchases, such as the 
acquisition of equipment or the construction of school facilities (Section 
613(a)(2)(A) & (B) of P.L. 105-17). 

 
Test: Determine that the LEA spent an amount of local funds for the education of 
children with disabilities that is at least equal to the amount of local funds expended for 
this purpose by the LEA in the prior fiscal year. Compare either (a) the total non-federal 
approved expenditures from the “Local and Intermediate School District Special 
Education Actual Cost and Supplemental Program Schedules” (form SE-4096) 
submitted during the year being audited with the expenditure for the prior year, or (b) 
the average per capita amount of state and local funds budgeted for expenditure in the 
current fiscal year against prior year expenditures. Report cases where the non-federal 
expenditure is less than the prior year according to single audit guidelines. 
 
  

    
  602        
     



Alabama Public School Finance Reference 
Budgeting - Unemployment & Workers’ Compensation 
 

24.  Unemployment Compensation and Workers’ Compensation 
 

Introduction 
 

Unemployment Compensation (UC) programs can trace their roots back to 
Europe. Private employers in this country adopted the European programs to match the 
needs of their employees. Eventually, during the depression, the federal government 
established a program of public UC offices throughout the fifty states, Washington DC, 
Puerto Rico, and the Virgin Islands. 
 
  Unemployment insurance provides workers, whose jobs have been terminated 
through no fault of their own, monetary payments for a given period of time or until they 
find a new job. Unemployment payments (compensation) are intended to provide an 
unemployed worker time to find a new job equivalent to the one lost without financial 
distress. Without employment compensation many workers would be forced to take jobs 
for which they were overqualified or end up on welfare. Unemployment compensation is 
also justified in for sustaining consumer spending during periods of economic 
adjustment.  
 

In the United States, unemployment insurance is based on a dual program of 
federal and state statutes. The program was established by the federal Social Security 
Act in 1935. Much of the federal program is implemented through the Federal 
Unemployment Tax Act. Each state administers a separate unemployment insurance 
program, which must be approved by the Secretary of Labor, based on federal 
standards. The state programs are explicitly made applicable to areas normally 
regulated by laws of the U.S. There are special federal rules for nonprofit organizations 
and governmental entities. Which employees are eligible for compensation, the amount 
they receive, and the period of time benefits are paid are determined by a mix of federal 
and state law.  

 
To support the unemployment compensation systems a combination of federal 

and state taxes are levied upon employers. State employer contributions are normally 
based on the amount of wages they have paid, the amount they have contributed to the 
unemployment fund, and the amount that their discharged employees have been 
compensated with from the fund. Any state tax imposed on employers (and certain 
credits on that tax) may be credited against the federal tax.  

 
The proceeds from the unemployment taxes are deposited in an Unemployment 

Trust Fund (the Fund). Each state has a separate account in the Fund to which deposits 
are made. Within the fund there are separate accounts for state administrative costs 
and extended unemployment compensation. During economic recessions the federal 
government has provided emergency assistance to allow states to extend the time for 
which individuals can receive benefits. This is accomplished by passing a temporary law 
authorizing the transfer of money to a state from its Extended Unemployment Account. 
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The ability of a state to tap into this emergency system is usually dependent on the 
employment rate reaching a designated percentage within the state or the nation.  
 

Purpose 
 

 In general, the Federal-State Unemployment Insurance Program provides 
unemployment benefits to eligible workers who are unemployed through no fault of their 
own (as determined under State law), and meet other eligibility requirements of State 
law.  Unemployment insurance payments (benefits) are intended to provide temporary   
financial assistance to unemployed workers who meet the requirements of State law.  
Each State administers a separate unemployment insurance program within guidelines 
established by Federal law.   Eligibility for unemployment insurance, benefit amounts 
and the length of time benefits are available are determined by the State law under 
which unemployment insurance claims are established.  
 
 

Federal Unemployment Tax Act (FUTA) 
 
 The State and the political subdivisions within the State are exempt from paying 
the federal tax under the Federal Unemployment Tax Act (FUTA).  However, State and 
local government employees, with certain exceptions, must be covered for state 
unemployment insurance purposes.  Each State must determine whether an individual 
is an employee or independent contractor. 
 

Department of Industrial Relations 
 

The Alabama State Department of Industrial Relations has the statutory authority 
“to administer all labor laws and all laws relating to the relationship between employer 
and employee, including laws relating to hours of work, and working conditions in places 
of employment (Acts of Alabama, 1975, Section 25-2-2).  There is an operational 
division of the Department of Industrial Relations statutorily charged with the 
administration of this program. 
 
 A special fund has been set up to receive contributions and to pay claims for the 
Alabama Unemployment Compensation Program: 
 

There shall be as a special fund, separate and apart from all public 
moneys or funds of this state, an unemployment compensation trust fund, which 
shall be administered by the director exclusively for the purposes of this chapter 
without liability on the part of the state beyond the amounts paid into and earned 
by the fund. This fund shall consist of: 

(1)  All contributions paid in or collected under this chapter; 
(2)  Interest earned upon any moneys in the fund; 
(3)  Any property or securities acquired through the use of moneys 

belonging to the fund; 
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(4) All earnings of such property or securities; 
(5) Any money received from the federal unemployment account in the 

unemployment trust fund in accordance with Title XII of the Social Security Act; 
(6) All money credited to this state's account in the unemployment trust 

fund pursuant to Section 903 of the Social Security Act, as amended; and 
(7) All money received for the fund from any other source (Code of 

Alabama 1975, Section 25-4-30). 
 

 Employer money payments to the state unemployment compensation fund are 
made is one of two ways: 

Contributions; payments in lieu of contributions. 

(a) "Contributions," as used in this chapter, means the money payments to 
the state unemployment compensation fund, required by this chapter, on 
the basis of a percentage of wages. 
(b) "Payments in lieu of contributions," as used in this chapter, means the 
money payments to the state unemployment compensation fund, required 
by this chapter, from employers who reimburse the fund for the amount of 
regular benefits and extended benefits paid that is attributable to service in 
the employ of such employers as is required by this chapter (Code of 
Alabama 1975, Section 25-4-5). 

 
Procedure for Local Boards of Education 
 
 The procedure that is employed for local boards of education is the governmental 
reimbursing method.  This method requires advance payments based upon the benefit 
cost for the qualifying period.  Prior to April 1 of each year, an advance payment rate is 
computed for each local governmental employer, including local boards of education.  
This rate becomes effective the following October 1 for a period of four consecutive 
calendar quarters or the state fiscal year.  This information is contained in Form UC 
216A.  The advance payment is so named because payments are based upon prior 
experience and paid in advance of current experience. 
 
 The rate is computed by dividing the benefit cost attributable to the employer into 
the employer’s total covered payroll for the same period.  The percentage thus derived 
is the advance payment rate.  The amount of the advance payment is computed by 
multiplying the advance payment rate by the employer’s average quarterly payroll for 
the preceding calendar year.  The law permits adjustments to increase or decrease 
advance payments to minimize underpayments or excess payments. 
 
 Form CR 4G is forwarded to the local board of education approximately ten days 
prior to the end of a quarter and is to be returned with the advance payments by the due 
date which is the tenth day of the month following the end of the quarter.   
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 After September 30, the reimbursing account of each local board of education 
will be examined to determine whether the advance payments have equaled the benefit 
payment made and charged to their account.  If found to be less than the benefit cost, a 
debit will be issued.  The debit must be paid within 20 days from the date of mailing.  If 
payments exceed benefit costs, a credit, Form UC 29G, will be issued which may be 
applied to subsequent payments.  An outstanding credit will be refunded, if requested. 
 
 Consider the following examples of computing an advance payment rate: 
 
Example 1: 
 
 2000 Total Covered Payroll $1,200,000.00 
 2000 Total Benefit Costs $7,200.00 
 
 Thus $7,200.00/$1,200,00.00 equals 0.006 or 0.6% 
 
Example 2: 
 
 2000 Total Covered Payroll $1,200,000.00 
 2000 Total Benefit Costs $24,000.00 
 
  Thus $24,000.00/$1,200,00.00 equals 0.02 or 2.0% 

 
 

The Unemployment Compensation advance payment rate for each local board of 
education is found in Appendix 24-1 following this section.  The rates are compared for 
each local board of education with the rate used in the calculation of the 1995 
Foundation Program for FY 2002-2003.  Obliviously, if the local board rate is greater 
than the 0.125% used in calculating and allocating unemployment compensation 
funding, the local board of education must supplement the quarterly payment from local 
funds.  If the local board rate is less than the 0.125% used in calculating and allocating 
unemployment compensation funding, the local board of education can use the excess 
funding to apply toward unemployment compensation cost of employees paid from local 
funds. 

 
Under or Over Payment 
 
 The Department of Industrial Relations uses the advance payment rate 
established for the fiscal year to multiple times the quarterly covered payroll for the 
calendar year.  This payment is debited as a Prepaid Item.  As the monthly payroll is 
processed, the unemployment compensation generated is deposited and credited back 
against the prepaid account.  As of September 30 of each fiscal year, the Department of 
Industrial Relations performs an analysis of advance payment accounts of each local 
board of education and sends a Credit Memorandum if a local board has made an 
overpayment to the Unemployment Compensation Trust Form on From CR-4G.  Or if 
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the local board needs to pay an additional amount, a Debit Memorandum is transmitted.  
If the local board has made advance payments which exceed the actual benefit cost, 
the board may apply for a credit against future payments or ask for a refund.   
 

Workers’ Compensation 
 
 The Alabama State Department of Industrial Relations has the statutory authority 
“to administer all labor laws and all laws relating to the relationship between employer 
and employee, including laws relating to hours of work, and working conditions in places 
of employment (Code of Alabama 1975, Section 25-2-2).  One of these programs is 
workers' compensation, insurance that you as an employer are required by law to carry 
to help employees injured on the job or becoming ill due to  
their job.   Administration of this program is by the Workers’ Compensation Division. 
 

The main function of the Workers’ Compensation Division is to insure that 
necessary medical attention and compensation benefits are provided to employees 
injured on the job, or in case of death, provided to their dependents.  Workers’ 
Compensation also provides information and service to the following: claimants, 
employers, insurance companies, attorneys, judges, legislators, labor and management 
groups, government agencies, and other parties.  Other functions include the following: 
gathering accident statistics, enforcing reporting requirements, monitoring claim 
payments, auditing all claim settlements, and taking corrective action on incorrect 
settlements or improper reporting procedures.  

 
Another responsibility is gathering information on fraudulent claims, which 

includes responding to tips received on the fraud  “hotline” number: 1-800-923-2533 (1-
800-WC-FAKED).  Ombudsmen mediate disputes through the benefit review 
conference process. Requests for information/assistance, which concerned either the 
law or specific medical topics, are the most frequent issues. The ombudsmen also 
provide assistance to employees, employers, attorneys, insurance carriers, and third-
party administrators, via telephone, seminars, and speaking engagements.  Workers’ 
Compensation conducts employer inspections for compliance with the Workers’ 
Compensation Law. The division offers both a formal and informal medical dispute 
resolution process for any party that may dispute a medical service that has been 
conducted or that is requested.  
 
Local Boards of Education Required to be Covered, 1984 
 

State requires that local boards of education provide workers’ compensation 
coverage to its employees: 
 

(a) This chapter shall be applicable to the employees of all counties 
and all municipalities having populations greater than 2,000 according to 
the most recent federal decennial census, and shall govern in their 
employment. This chapter shall be applicable also to the employees 
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of all county and city boards of education, the Alabama Institute for the 
Deaf and Blind, and all employees of the two-year colleges under the 
control of the State Board of Education, and shall govern in their 
employment. The employees of all school systems and institutions, 
counties, and each municipality covered under this section shall have 
available to them all the rights and remedies provided under this chapter. 
The governing bodies of all school systems and institutions, counties, and 
of each municipality covered under this section shall file all necessary 
employer reports and notices required at the times and in the manner 
prescribed in this chapter. 

(b) Notwithstanding subsection (a) of this section, this chapter shall 
not apply to any city (excepting school districts and institutions) which has 
a population of 250,000 or more according to the last or any subsequent 
decennial federal census, to any park and recreation board now or 
hereafter established for those cities, to any board or agency now or 
hereafter authorized and established by the governing body of those 
cities, nor to employees of the city or of any board or agency (Code of 
Alabama 1975, Section 25-5-13). 

 
Local Boards Granted Exemption: 
 
 This statute was amended by Act 84-322, which also contained the 
escape clause for local boards of education but provided for implementation by 
local boards under a local option decision from local funds: 
 

The provisions of this act shall become effective on August 15, 
1984, provided, however, the provisions of this amendatory act shall not 
be in effect until sufficient funds are appropriated from the special 
educational trust fund to implement said provisions; and further provided 
that nothing contained herein shall prohibit any school board that 
voluntarily elects from doing so with local or other available funds (Acts of 
Alabama 1984, Act 84-322). 

 
This statute provisions was codified as follows: 
 

(c) This section shall not be construed to mandate any school 
board to provide coverage until sufficient funds are appropriated from the 
Education Trust Fund to implement the provisions.  Nothing contained 
herein shall prohibit any school board that voluntarily elects to provide 
such coverage from doing so with local or other available funds (Code of 
Alabama 1975, Section 25-5-50). 
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Types of Coverage Available to Local Boards of Education 
 

If you have more than four (4) employees, full-time or part-time and including 
officers of a corporation, the Alabama Workers' Compensation Law requires you to have 
workers' compensation insurance coverage. Employers of domestic employees, farm 
laborers, or casual employees and municipalities having a population of less than 2,000 
(according to the most recent federal census) are not required to provide coverage but 
can elect to be covered by the provisions of the Alabama Workers' Compensation Law.  
 

There are five optional ways to cover your workers' compensation liability as 
outlined in Section 25-5-8, Code of Alabama 1975. 
 
OPTION (1) - Commercial Insurance - Voluntary Market  
 

DESCRIPTION: You can purchase an approved insurance policy through a 
licensed insurance agent underwritten by an approved insurance carrier who will 
write an insurance policy for you. This is known as purchasing insurance 
coverage on the "voluntary market."  
 
CANDIDATES: Any employer who has a low to medium workers' compensation 
exposure or claim history.  
 
SOURCES: Purchased through your insurance agent.  
 
ADVANTAGES: Recognized by the State Courts. Provides an approved policy at 
a reasonable price that is guaranteed by the Alabama Insurance Guaranty 
Association. Your choice of buying from the insurance carrier with the most 
competitive rates.  
 
DISADVANTAGES: Insurance carrier determines whether or not to renew your 
policy. You are subject to rate increases 
.  
COMMENTS: The Alabama Department of Insurance approves all insurance 
carriers, their policies and the agents who represent them. A directory containing 
the names and addresses of approved insurance carriers can be obtained from 
the Insurance Department.  
 
 

OPTION (2) - Commercial Insurance - Assigned Risk Pool  
 

DESCRIPTION: You can purchase insurance through the Assigned Risk Pool 
when insurance carriers decline to write an insurance policy for you. This is 
known as purchasing insurance coverage on the "involuntary market."  
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CANDIDATES: Any employer who has a medium to high workers' compensation 
exposure or claim history.  
 
SOURCES: Administered by the National Council on Compensation Insurance 
(NCCI). Purchased through your insurance agent.  
 
ADVANTAGES: Provides an approved policy that is recognized by the State 
Courts and is guaranteed by the Alabama Insurance Guaranty Association.  
 
DISADVANTAGES: High cost. No choice of insurance carrier. Subject to rate 
increases.  
 
COMMENTS: You must contact and be refused by two insurance carriers and 
make direct application to the NCCI Assigned Risk Pool through your insurance 
agent providing proof that the insurance carriers turned you down. Insurance 
carriers participating in the Assigned Risk Pool have been approved by the 
Alabama Department of Insurance.  

 
OPTION (3) - Group Self-Insurance.  
 

DESCRIPTION: You can obtain coverage by joining a group self-insurance fund. 
This is a common fund into which employers have, by agreement, pooled their 
liabilities for the purpose of providing Alabama workers' compensation benefits to 
their employees.  
 
CANDIDATES: Any employer who is willing to enter into an agreement to pool 
their workers' compensation liabilities and who meets the underwriting 
requirements set forth by the Fund.  
SOURCES: Purchased through your independent insurance agent or by 
contacting the Group Fund Administrator.  
 
ADVANTAGES: Recognized by the State Courts. Approved and regulated by the 
Alabama Department of Industrial Relations. Provides workers' compensation 
liability coverage at a reasonable price. Choice of joining with a variety of Funds. 
Attractive rates.  
 
DISADVANTAGES: The Fund determines whether or not to renew your 
membership. Not guaranteed by the Alabama Insurance Guaranty Association, 
but some are covered by the Alabama Workmen's Compensation Self-Insurers 
Guaranty Association. Subject to rate increases. In the event that the Fund 
becomes insolvent, you can be assessed to make up the monetary shortages 
(this is known as Joint & Several liability).  
 
COMMENTS: The names, addresses and telephone numbers of most approved 
group self-insurance funds can be obtained from the Workers' Compensation 
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Division of the Department of Industrial Relations or you can call the Self-
Insurance Section at 1-800-528-5166 and request the name of the most 
appropriate group fund for your class or business.  

 
OPTION (4) - Individual Self-Insurance  
 

DESCRIPTION: You can become a self-insurer. This is a long-term commitment 
by which a financially strong employer pays benefits to injured employees as 
mandated by the Alabama Workers' Compensation Law.  
 
CANDIDATES: Any employer who meets the following four financial 
qualifications: (1) audited financial statements; (2) a $5 million minimum net 
worth; (3) current assets to current liabilities ratio of 1.0 or greater; and (4) a 
positive net income. You may conduct a feasibility analysis to determine if it is 
cost effective for you to self-insure.  
 
SOURCES:  You can also obtain an individual self-insurance packet by writing to 
the Department of Industrial Relations Workers' Compensation Division, 649 
Monroe St., Montgomery, Alabama 36131, or speak to an employee in the Self-
Insurance Section at 1-800-528-5166, or contact an insurance agent that 
specializes in the field of self-insurance.  
 
ADVANTAGES: Recognized by the State Courts. Hands-on management of 
claims, legal issues and safety programs.  
 
DISADVANTAGES: Long-term liability due to lifetime medical benefits mandated 
by Law.  
 
COMMENTS: Cost considerations include assessments, fees, taxes, excess 
insurance limits and retention, cost of the claim servicing organization, payments 
to the injured workers, litigation, consultation, membership in Alabama Workers' 
Compensation Self Insured Guaranty Association, safety and loss control and 
exposure to un-funded losses of incurred but not reported claims. Individual self-
insurance is regulated by the Alabama Department of Industrial Relations.  
 

OPTION (5) - Alternative Workers' Compensation Plans  
 

DESCRIPTION: This is commercial insurance purchased on the voluntary 
market. The policy may consist of any combination of life, disability, accident, 
health or other insurance, provided that the coverage's insure without limitation or 
exclusion any of the workers' compensation benefits as defined in the Law of this 
state.  
 
CANDIDATES: Generally, any employer who has a low to medium workers' 
compensation exposure or claim history.  
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SOURCES: You can purchase an approved alternative insurance policy from a 
licensed agent who represents the alternative workers' compensation insurance 
carrier and who will write an insurance policy for you.  
 
ADVANTAGES: Regulated by the Alabama Department of Insurance. Provides 
an approved policy at a reasonable price. Your choice of buying from the 
insurance carrier with the most competitive rates.  
 
DISADVANTAGES: Insurance carrier determines whether or not to renew your 
policy. Alternative coverage is a new provision in the Workers' Compensation 
Law that is untested in the courts. It is unclear which Guaranty Association(s) 
will guarantee alternative policies in the event of an insolvent insurance carrier.  
 
COMMENTS: This coverage is purchased in the "voluntary market." The 
Alabama Department of Insurance approves all insurance carriers, their policies 
and the agents who represent them. A directory containing the names and 
addresses of approved insurance carriers can be obtained from the Insurance 
Department.  

 
 
 
 
 

Appendices Which Follow 
 

24.  Unemployment Compensation and Workers Compensation 
 
 
1.  Unemployment Compensation Rates for October 1, 2004 to September 30, 

2005 
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Appendix 24-1 
Unemployment Compensation Rates for FY 2004-05 
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Number
System 

ID System UC Rate
Appropriation 

Rate Variance
1 001 Autauga County 0.020% 0.125% 0.105%
2 002 Baldwin County 0.040% 0.125% 0.085%
3 003 Barbour County 0.340% 0.125% -0.215%
4 004 Bibb County 0.070% 0.125% 0.055%
5 005 Blount County 0.060% 0.125% 0.065%
6 006 Bullock County 0.160% 0.125% -0.035%
7 007 Butler County 0.150% 0.125% -0.025%
8 008 Calhoun County 0.180% 0.125% -0.055%
9 009 Chambers County 0.100% 0.125% 0.025%
10 010 Cherokee County 0.070% 0.125% 0.055%
11 011 Chilton County 0.070% 0.125% 0.055%
12 012 Choctaw County 0.080% 0.125% 0.045%
13 013 Clarke County 0.130% 0.125% -0.005%
14 014 Clay County 0.080% 0.125% 0.045%
15 015 Cleburne County 0.130% 0.125% -0.005%
16 016 Coffee County 0.040% 0.125% 0.085%
17 017 Colbert County 0.100% 0.125% 0.025%
18 018 Conecuh County 0.320% 0.125% -0.195%
19 019 Coosa County 0.180% 0.125% -0.055%
20 020 Covington County 0.060% 0.125% 0.065%
21 021 Crenshaw County 0.080% 0.125% 0.045%
22 022 Cullman County 0.030% 0.125% 0.095%
23 023 Dale County 0.000% 0.125% 0.125%
24 024 Dallas County 0.190% 0.125% -0.065%
25 025 DeKalb County 0.060% 0.125% 0.065%
26 026 Elmore County 0.090% 0.125% 0.035%
27 027 Escambia County 0.080% 0.125% 0.045%
28 028 Etowah County 0.080% 0.125% 0.045%
29 029 Fayette County 0.060% 0.125% 0.065%
30 030 Franklin County 0.110% 0.125% 0.015%
31 031 Geneva County 0.170% 0.125% -0.045%
32 032 Greene County 0.220% 0.125% -0.095%
33 033 Hale County 0.040% 0.125% 0.085%
34 034 Henry County 0.090% 0.125% 0.035%
35 035 Houston County 0.080% 0.125% 0.045%
36 036 Jackson County 0.050% 0.125% 0.075%
37 037 Jefferson County 0.060% 0.125% 0.065%
38 038 Lamar County 0.040% 0.125% 0.085%
39 039 Lauderdale County 0.060% 0.125% 0.065%
40 040 Lawrence County 0.250% 0.125% -0.125%
41 041 Lee County 0.050% 0.125% 0.075%
42 042 Limestone County 0.050% 0.125% 0.075%
43 043 Lowndes County 0.350% 0.125% -0.225%
44 044 Macon County 0.110% 0.125% 0.015%
45 045 Madison County 0.070% 0.125% 0.055%
46 046 Marengo County 0.170% 0.125% -0.045%
47 047 Marion County 0.020% 0.125% 0.105%
48 048 Marshall County 0.170% 0.125% -0.045%
49 049 Mobile County 0.070% 0.125% 0.055%
50 050 Monroe County 0.080% 0.125% 0.045%
51 051 Montgomery County 0.200% 0.125% -0.075%
52 052 Morgan County 0.060% 0.125% 0.065%
53 053 Perry County 0.150% 0.125% -0.025%
54 054 Pickens County 0.280% 0.125% -0.155%
55 055 Pike County 0.030% 0.125% 0.095%
56 056 Randolph County 0.030% 0.125% 0.095%
57 057 Russell County 0.250% 0.125% -0.125%
58 058 Saint Clair County 0.040% 0.125% 0.085%
59 059 Shelby County 0.030% 0.125% 0.095%
60 060 Sumter County 0.440% 0.125% -0.315%
61 061 Talladega County 0.110% 0.125% 0.015%
62 062 Tallapoosa County 0.060% 0.125% 0.065%
63 063 Tuscaloosa County 0.040% 0.125% 0.085%
64 064 Walker County 0.030% 0.125% 0.095%
65 065 Washington County 0.140% 0.125% -0.015%
66 066 Wilcox County 0.050% 0.125% 0.075%
67 067 Winston County 0.120% 0.125% 0.005%  
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Appendix 24-1 (Continued) 
Unemployment Compensation Rates for FY 2004-05 
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Number
System 

ID System UC Rate
Appropriation 

Rate Variance
68 101 Albertville City 0.060% 0.125% 0.065%
69 102 Alexander City 0.040% 0.125% 0.085%
70 104 Andalusia City 0.060% 0.125% 0.065%
71 105 Anniston City 0.330% 0.125% -0.205%
72 106 Arab City 0.060% 0.125% 0.065%
73 107 Athens City 0.030% 0.125% 0.095%
74 109 Attalla City 0.020% 0.125% 0.105%
75 110 Auburn City 0.050% 0.125% 0.075%
76 113 Bessemer City 0.210% 0.125% -0.085%
77 114 Birmingham City 0.250% 0.125% -0.125%
78 116 Brewton City 0.060% 0.125% 0.065%
79 125 Cullman City 0.070% 0.125% 0.055%
80 126 Daleville City 0.070% 0.125% 0.055%
81 127 Decatur City 0.050% 0.125% 0.075%
82 128 Demopolis City 0.140% 0.125% -0.015%
83 130 Dothan City 0.050% 0.125% 0.075%
84 131 Elba City 0.000% 0.125% 0.125%
85 132 Enterprise City 0.050% 0.125% 0.075%
86 133 Eufaula City 0.060% 0.125% 0.065%
87 137 Fairfield City 0.150% 0.125% -0.025%
88 141 Florence City 0.140% 0.125% -0.015%
89 143 Fort Payne City 0.100% 0.125% 0.025%
90 144 Gadsden City 0.080% 0.125% 0.045%
91 146 Geneva City 0.060% 0.125% 0.065%
92 154 Guntersville City 0.070% 0.125% 0.055%
93 155 Haleyville City 0.050% 0.125% 0.075%
94 156 Hartselle City 0.010% 0.125% 0.115%
95 157 Homewood City 0.070% 0.125% 0.055%
96 158 Hoover City 0.060% 0.125% 0.065%
97 159 Huntsville City 0.050% 0.125% 0.075%
98 162 Jacksonville City 0.050% 0.125% 0.075%
99 163 Jasper City 0.010% 0.125% 0.115%

100 165 Lanett City 0.190% 0.125% -0.065%
101 168 Linden City 0.000% 0.125% 0.125%
102 169 Madison City 0.070% 0.125% 0.055%
103 171 Midfield City 0.020% 0.125% 0.105%
104 175 Mountain Brook City 0.040% 0.125% 0.085%
105 176 Muscle Shoals City 0.070% 0.125% 0.055%
106 178 Oneonta City 0.050% 0.125% 0.075%
107 179 Opelika City 0.080% 0.125% 0.045%
108 180 Opp City 0.110% 0.125% 0.015%
109 181 Oxford City 0.040% 0.125% 0.085%
110 182 Ozark City 0.060% 0.125% 0.065%
111 183 Pell City 0.110% 0.125% 0.015%
112 184 Phenix City 0.120% 0.125% 0.005%
113 185 Piedmont City 0.050% 0.125% 0.075%
114 188 Roanoke City 0.150% 0.125% -0.025%
115 189 Russellville City 0.020% 0.125% 0.105%
116 190 Scottsboro City 0.050% 0.125% 0.075%
117 191 Selma City 0.280% 0.125% -0.155%
118 192 Sheffield City 0.010% 0.125% 0.115%
119 193 Sylacauga City 0.110% 0.125% 0.015%
120 194 Talladega City 0.210% 0.125% -0.085%
121 195 Tallassee City 0.050% 0.125% 0.075%
122 197 Tarrant City 0.100% 0.125% 0.025%
123 198 Thomasville City 0.030% 0.125% 0.095%
124 199 Troy City 0.010% 0.125% 0.115%
125 200 Tuscaloosa City 0.210% 0.125% -0.085%
126 201 Tuscumbia City 0.060% 0.125% 0.065%
127 202 Vestavia Hills City 0.030% 0.125% 0.095%
128 204 Winfield City 0.170% 0.125% -0.045%

Unweighted Average 0.098% 0.125% 0.027%

129 167 Leeds City n/a 0.125% n/a
130 207 Alabama School of Fine Arts 0.220% 0.125% -0.095%
131 SDE Department of Education 0.080% 0.125% 0.045%  
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25.  Introduction to School Accounting  
 

Background and Introduction 
 
 During the early years of American education, financial records were not 
extensive because local school systems were small and had relatively few financial 
transactions.  Also during this developmental period, most school funds were derived 
from local sources and there was little need for comparative reporting statewide.  In fact, 
there was no need for one state’s record keeping procedures to look like that of any 
other.  Most local schools developed at the township level and basically comprised a 
self-contained financial and operational unit.  The growing importance of good business 
practice in education was exemplified in 1841 when Cleveland, Ohio hired a manager to 
attend to the “accounting” functions of the district. 
 

By the twentieth century, state funding of public schools began to emerge as 
states levied broad based taxes such as the sales tax and the income tax for state 
operations.  In addition, the development of equalization formulas required the 
development of standardized recording and reporting.  Financial bookkeeping 
developed into financial accounting, the art of recording, classifying, summarizing, 
reporting, and interpreting the results of the financial activities of the organization.    
 

The Association of School Business Officials was founded in 1910 to provide 
programs and services to promote the standards of school business management 
practices, growth, and the effective use of educational resources.  Participating in the 
local development of standardizes financial practices and procedures during the first 
half of the twentieth century, the Association of School Business Officials pressed the 
need for some standardized accounting system on a nationwide basis for local school 
systems.  In cooperation with the Association of School Business Officials, the US 
Office of Education in 1953 began a series of publications in the State Educational 
Records and Reports Series to guide and standardize local school system accounting 
and reporting.  In 1957, the second handbook in the series was published entitled 
Handbook II, Financial Account for State and Local School Systems.  The current 
publication commonly know as Handbook II Revised is officially titled Financial and 
Accounting for Local State School Systems 1990 and is published by the US 
Department of Education, Office of Educational Research and Improvement (NCES 97-
096R).  

 
National Center for Education Statistic's and Education Data Systems 

 
The National Center for Education Statistics (NCES) has a responsibility to 

provide and interpret comprehensive statistics about the condition of education in the 
United States. In addition, it has congressional mandates calling for conducting and 
publishing specialized analyses and for providing assistance to States and Local 
Education Agencies (LEAs) in improving their statistical activities.  To fulfill its role, 
NCES sponsors a number of programs, ranging from regular data collection to the 
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development of materials and techniques that facilitate the compilation and 
comparisons of statistical information. One of these programs is the development and 
periodic revision of manuals of standardized terminology. Financial Accounting for Local 
and State School Systems is one of several publications sponsored by NCES in a 
coordinated attempt to produce comprehensive and compatible sets of standardized 
terminology for use in education management and reporting. NCES encourages states 
to use these guidelines in planning new recording and reporting systems. State and 
local school administrators realize the value of having well-organized, standard items of 
comparable data at their disposal for management and reporting purposes. As a result, 
many of the Nation's school systems and many Federal and State Reports use these 
guidelines, terms, and definitions. 

 
The National Center for Education Statistics (NCES) is the primary federal entity 

for collecting and analyzing data that are related to education in the U.S. and other 
nations. NCES is located within the U.S. Department of Education and the Office of 
Educational Research & Improvement. NCES sponsors a number of programs, ranging 
from regular data collection to the development of materials and techniques that 
facilitate the compilation and comparison of statistical information.  One of these 
programs is the development and periodic revision of manuals of standardized 
terminology.  Financial and Accounting for Local State School Systems 1990  
(http://nces.ed.gov/pubsearch/pubsinfo.asp?pubid=2004318), one of several 
publications sponsored by NCES, is an attempt to produce comprehensive and 
compatible sets of standardized terminology for use in education management and 
reporting.  Adoption of the standardized terminology and procedures contained in 
Financial and Accounting for Local State School Systems 1990 is not required by 
Federal law.  NCES does not mandate their use at either the state, intermediate, or 
local level.  NCES does encourage state and local school systems to use these 
terminology and procedures in their planning of new recording and reporting systems.  
Many of the nation’s school systems do use these standardized terminology and 
procedures and most federal and state reports do utilize its terms and definitions. 

 
 
The Role of the Governmental Accounting Standards Board (GASB) 

 
 The Governmental Accounting Standards Board (GASB) is the private, 
nonpartisan, nonprofit organization that works to create and improve the rules the 
federal, state, and local governments (including school systems) follow when 
accounting for their finances and reporting them to the public.  The GASB was founded 
under the auspices of the Financial Accounting Foundation (FAF), which appoints 
the GASB’s board, raises its funds, and oversees its activities.  The FAF performs the 
same functions for the GASB’s private-sector counterpart, the Financial Accounting 
Standards Board (FASB).  The Foundation is not involved, however, in the standards-
setting activities of either board. 
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 The GASB was created in 1984 to succeed the National Council on 
Governmental Accounting (NCGA) by agreement among the following: 
 The Financial Accounting Board; 
 The American Institute of Certified Public Accounts (AICPA); 
 The Government Finance Officers Association; 
 The International City/County Management Association; 
 The National Association of Counties; 
 The National Association of State Auditors, Comptrollers, and Treasurers; 
 The National Conference of State Legislators; 
 The National League of Cities; 
 The National Governor’s Association; and 
 The U.S. Conference of Mayors. 

 
 Although the GASB does not have the power to enforce compliance with the 
standards it promulgates, the authority for its standards is recognized under the Rules 
of Compliance of the American Institute of Certified Public Accountants.  Also, 
legislation in many states requires compliance with GASB standards, and school 
systems are usually expected to prepare financial statements in accordance with those 
standards when they issue bonds or warrants or otherwise borrow from the public 
sector. 
 
 The mission of GASB is to establish and improve standards of state and local 
governmental accounting and reporting to result in useful information for users of 
financial reports and guide and educate the public, including issuers, auditors, and 
users of those financial reports.  These standards are essential to the efficient and 
effective functioning of our democratic system of government.  They improve school 
system’s and other government’s ability to demonstrate  
 
 their stewardship to the public; and  
 comparable information available to the public for holding school systems and 

governments accountable. 
 
 For this to be accomplished, it is imperative that a uniform system of accounting and 
reporting be implemented in governmental accounting. 
 

What is the Purpose of the Accounting System? 
 

What is an accounting system? How does it go about serving the diverse needs 
of its users? An accounting system is that combination of people, equipment, forms, 
methods and procedures organized to record financial activity and to display that activity 
in the financial reports. A primary purpose of an accounting system is to produce 
financial information organized in various ways for various uses.  The purposes of this 
document are to: (1) describe the need for and advantages of the account classification 
system contained in this document; (2) define the systems framework envisioned in the 
coding structure; (3) clarify the multiple uses that can and should be made of that 
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coding structure; and (4) help the reader understand what may appear to be an 
imposing system. 
 

What Is The Accounting System Composed of? 
 

The accounting system is the means by which financial data are captured during 
actual operation of the LEA, recorded in the books of account, and then analyzed to 
produce the various kinds of reports needed. Financial transactions can be classified to 
facilitate their accumulation in the categories needed on the required reports. The 
guidelines which follow provide a classification structure which will meet most of the 
accounting system's needs and will provide comparability of reported data when reports 
from different LEAs are combined, compared, or both. 
 

Basic Philosophy of Uniform Financial Accounting 
 

Several criteria are inherent in the design of the account classification structure. 
Taken together, they support the needs of categorizing and reporting financial 
transactions.  They are as follows: 

 
1.  The chart of accounts encourages full disclosure of the financial position of the 

LEA. Emphasis is placed on the accurate classification of financial transactions. 
Expenditures are recorded in the accounting categories applicable, regardless of 
the implications of some of those decisions. 

 
2. Comprehensiveness of financial reporting is encouraged. The LEA should 

incorporate all financial activities into a single accounting and reporting system 
for full disclosure. The account classifications here encourage this procedure.  
Accounts for such activities as food services, student activities, community 
services and commercial-like enterprises all should be included in the financial 
reports of the LEA. 

 
3. Simplified reporting is encouraged. GAFR encourages using the minimum 

number of funds necessary for legal and operational use. Only the minimum 
number of funds consistent with legal and operating requirements should be 
established, since unnecessary funds result in inflexibility, undue complexity, and 
inefficient financial administration. 

 
4. Financial reporting emphasizes the results of LEA operations more than the 

resources applied. The account code structure emphasizes program accounting 
and the application of supporting services costs to the "products" of the 
educational enterprise. 

 
5. The account classification system is flexible: it meets the needs of both small and 

large LEAs while retaining comparability of reported data. The guidelines here 
include a minimum list of accounts essential for Federal reporting. They also 
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provide a variety of optional classifications for LEAs interested in a more 
comprehensive approach to financial accounting and reporting; 

 
6. The classification of accounts and the recommended reporting structure remain 

in accordance with generally accepted accounting principles. 
 

 
Users of the LEA Uniform Financial Accounting System 

 
Educational accounting and financial reporting systems must satisfy a number of 

objectives simultaneously. Most succinctly ". . . governmental accounting exists for the 
purpose of providing complete and accurate financial information, in proper form and on 
a timely basis, to the several groups of persons responsible for, and concerned with, the 
operations of governmental units and agencies..." (National Committee on 
Governmental Accounting, Governmental Accounting, Auditing and Financial Reporting, 
published by Municipal Finance Officers Association, Chicago, Illinois, 1968, page 1).  
The groups most interested in the output of the financial reporting system are: school 
administrators, school boards and other governing units, Congress and State legislative 
bodies, creditors, and the general public, including taxpayers 
 
School Administrators and Other Employees 
 

 First and foremost, school administrators use the Uniform Financial Accounting 
account classification system. They must rely on financial reports to evaluate past 
performance, to aid in day-to-day decision making and to inform the general public.  
Budgeting, an important managerial tool for the public school administrator relies upon 
correct and properly classified accounting information. The expenditure dimensions 
used here offer the administrator a variety of methods for budgeting and permit local 
judgment about the most appropriate technique. Additionally, the accounting system 
satisfies the administrator's obligation to ensure compliance with the legal, regulatory 
and fiduciary responsibilities of that position of public trust. This publication is designed 
to meet these overlapping requirements.  

 
School Boards and Other Governing Units  
 

 School boards and other governing units have both a responsibility and an 
intense interest in the operation of the school system. The school board is responsible 
for establishing policies and for overseeing and appraising the administrator as he or 
she carries out these policies. The school board thus needs timely warning in case 
situations develop that require corrective action. The board also needs information as a 
basis for judging both the efficiency of the administration and its effectiveness in 
complying with policies and restrictions. Some of this information can be provided by 
general-purpose financial reports. Comparable information obtained about other LEAs 
also is needed as a basis for comparison. 
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Congress and State Legislative Bodies 
 

The U.S. Congress and the State legislatures provide about half of the resources 
for the operation of LEAs in the country today. Accordingly, they need information on 
the schools' operations as a basis for deciding whether to commit additional resources, 
and how much. Additionally, governance units need cumulative information (in 
compatible format) about the operations of groups of LEAs in order to formulate funding 
policies. To this end, legislators are interested in such matters as: 

• the ways in which local, State and Federal programs interact within specific 
operational areas; 

• profiles of school finance structures as they relate to tax resources; and 
• the impact (and cost) of programs resulting from specific legislative initiatives. 
 

Hence, characteristics of the accounting and reporting system of interest to State and 
Federal legislators are comparability of data, ability to achieve a variety of classifications 
and timeliness in reporting. 
 
Creditors and Potential Creditors 
 

In governmental accounting, creditors are considered to include bondholders and 
prospective bondholders, commercial banks, vendors, and others who have extended 
credit, or who are considering extending credit, to the LEA.  Typically, they would be 
interested in the financial position of the organization, its operating performance, and its 
likely sources and uses of funds as indications of the probability that the bonds or loans 
will be repaid in full and on time. 

 
 The General Public 
 

With regard to the general public's interest, in theory, a governing body 
represents the interest of an organization's constituents (taxpayers, members, the 
general public, etc.). In fact, however, the constituents need to check on how well 
governing bodies do represent their interests. In a general way, the interests of 
constituents are similar to those of resource providers: they want to know the nature of 
the organization's activities and how effectively and efficiently it was managed. 
Constituents have a more personal interest in these matters, however. Taxpayers want 
to know about the services furnished by the governmental unit.  An American 
Accounting Association committee states bluntly that an objective of financial 
statements is “to provide information on which constituents can base a decision to retain 
or replace incumbents.”  The account classification system presented here is designed 
to enable LEAs to produce the financial reports necessary to better meet all of these 
potential users.   
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Governmental vs. Commercial Accounting 
 

Governments have objectives different from business enterprises, and operate in 
different economic, legal, political and social environments.  These differences often 
require accounting and financial reporting techniques that are unique to government.  
There are many similarities between governmental accounting and commercial, or 
private enterprise accounting. Both are concerned with controlling and reporting on 
financial position and results of operations.  Both emphasize relevance, materiality, 
freedom from bias, comparability, consistency, and understandability.    However, for a 
government such as a local school system, the “bottom line” usually is not an accurate 
measure of its success.  A government’s primary objective is to provide services to its 
constituents within budgetary constraints with little regard to the “bottom line” concept.  
An alternative measure of a government’s success might be the cost effectiveness of 
providing services. 

 
In business, substantial discretion is allowable in securing and utilizing 

resources.  By comparison, the financing and spending activities of local government 
are subject to very specific legal and contractual provisions.  By contrast, finance-
related legal requirements on many governments include limits of the power to raise 
revenues or taxes, limits on amount of bonds that can be sold, limits on expenditure, 
accounting requirements, and financial reporting requirements. 

 
Most forms of government, especially school systems, adopt an annual operating 

budget that describes just where the money to operate the governmental unit comes 
from and how it will be spent.  The role of a government’s annual operating budget is 
different from that of business.  For government that assists not only as the internal 
planning tool as in the case of business, but also serve an external function.  Parties 
inside and outside of the governmental unit (the public) may participate in the 
development of the budget.  Often there is great public interest in budget hearings 
because it is the taxpayer’s dollar that is being budgeted to be spent.  And once the 
budget is approved, spending limits are established and cannot normally be exceeded.  
The constraints on governmental budgeting and spending create limitations, which 
normally do not exist in the commercial section.  These same constraints to a large 
degree determine how the governmental accounting and financial reporting system 
must work. 

 
Both governmental and commercial systems utilize the following elements within 

their accounting and reporting system: 
 

 ►Double entry bookkeeping 
 ►Many common terms (e.g., balance sheets, assets, liabilities, equity) 
 ►Common accounting processes (e.g., journalizing, posting to ledgers, 

preparing of financial statements). 
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The significant differences between the two types of accounting can be 
summarized as follows: 

 
► Objectives - While commercial enterprises are organized to make a profit for 

their owners, governmental entities exist to provide services to their citizens 
on a non-profit basis. Even though some district activities, such the food 
service program or the student store, provide commercial-like services, their 
primary objective usually is not to earn a profit. 

 
► Reporting emphasis - Since governmental entities are primarily not seeking 

to increase capital, the accounting emphasis is not on profit. This emphasis 
requires the reporting of revenues and other financing sources (i.e., sale of 
bonds, interfund transfers) and expenditures and other uses of funds (i.e., 
interfund transfers, purchase of fixed assets, debt retirement) in the operating 
statements rather than on the balance sheet.  

 
► Legal requirements and restrictions - Since governmental entities are 

created by law, they are continuously regulated by legal provisions. Their 
accounting records must illustrate that they have complied with all applicable 
laws and regulations. Most small commercial enterprises have more flexibility 
in their accounting processes than do governmental entities.  

 
► Fund accounting - Because of these legal provisions and the diverse nature 

of governmental bodies, fund accounting is required. A fund is defined as a 
separate, self-balancing set of accounts, which is separated for the purpose 
of carrying on specific activities or attaining certain objectives. Unlike a 
commercial enterprise, governmental entities must maintain separate funds, 
requiring a self-balancing set of accounts for each fund.  

 
These and other characteristics of governmental accounting are formalized in a 

set of generally accepted accounting principles (GAAP) for governmental accounting, 
which are unique to government and local school systems.  The Governmental 
Accounting Standards Board (GASB) creates the accounting and reporting rules for 
governmental entities; the Financial Accounting Standards Board (FASB) creates the 
accounting and reporting rules for business.  In addition to GASB standards, many 
states issue their own accounting rules that local governments must follow. 

 
   

GAAP and Legal Compliance 
 

Guidelines for financial accounting and reporting are derived from generally 
accepted accounting principles (GAAP).  LEAs are required to adhere to GAAP.  Legal 
and contractual considerations typical of the government environment are reflected in 
the fund structure basis of accounting and are a major factor distinguishing 
governmental accounting from commercial accounting.  Governmental financial 
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operations are regulated by various kinds of legal provisions. Other types of financial 
matters often are also regulated by charters, ordinances, resolutions, governing body 
orders, and intergovernmental grant or contract regulations. 
 

The annual operating budget is one of the most important of all legal documents 
governing financial transactions. Upon board approval, the expenditure requests in the 
budget become binding appropriations that may not legally be exceeded by the school 
district without an amendment. An important function of governmental accounting 
systems is to enable administrators to assure and report on compliance with finance-
related legal provisions. This assurance and reporting means that the accounting 
system, its terminology, fund structure and procedures must be adapted to satisfy 
finance related legal requirements. However, the basic financial statements of LEAs 
should be prepared in conformity with GAAP. 

 
In some instances legal provisions may conflict with GAAP. These differences 

often occur because constitutional, charter or other legal provisions governing fiscal 
operations are difficult to change. Conflicts between legal provisions and GAAP do not 
require maintaining two accounting systems. Rather, the accounting system may be 
maintained on a legal compliance basis but should include sufficient additional reports 
to permit GAAP- based reporting. If a school district prepares the budget on the cash 
basis or another basis not consistent with GAAP, financial management and reporting 
becomes complicated.  

 
If legal requirements dictate another basis of accounts or reports, school districts 

should maintain the accounts and prepare budgetary reports on the legally prescribed 
budgetary basis to determine and to demonstrate legal compliance and maintain 
sufficient supplemental records to permit presentation of financial statements in 
conformity with GAAP. When financial statements prepared in conformity with GAAP do 
not satisfy legal and contractual requirements, the school district should present such 
additional schedules and narrative explanations in the comprehensive annual financial 
report as may be necessary to report its legal compliance responsibilities and 
accountabilities.  

 
Accounting as Accountability 

 
 Accounting is the mechanism by which the vast majority of school system 
accountability actually is implemented.  The most important aspect of a school system’s 
operation to many people is the management of the single resource (money) necessary 
to operate all aspects of the educational program.  An accounting system is the means 
by which financial transactions are planned, captured during the actual operation of the 
school system, recorded in the books of accounts, and then analyzed to produce the 
various reports for management, financial status and accountability.   
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The Accounting System Required by GASB  
 

The accounting system is the means by which financial data are captured during 
actual operation of the LEA, recorded in the books of account, and then analyzed to 
produce the various kinds of reports needed. Financial transactions can be classified to 
facilitate their accumulation in the categories needed on the required reports. The 
guidelines, which follow, provide a classification structure, which will meet most of the 
accounting system's needs and will provide comparability of reported data when reports 
from different LEAs are combined, compared, or both. 
 
Accounting Principles and Policies 
 

Principles and policies adopted by the Legislature, the State Board of Education, 
and the Examiners of Public Accounts are official rules and constitute minimum 
budgeting, accounting, auditing and reporting requirements for local school systems. 
The state board of education intent in prescribing these rules is to cause the budgeting 
and financial accounting and reporting system of local school systems to conform with 
generally accepted accounting principles (GAAP) established by the Governmental 
Accounting Standards Board (GASB) and the Financial Accounting Standards Board 
(FASB) for accounting treatments not specified in GASB pronouncements. Codification 
of Governmental Accounting and Financial Reporting Standards (GASB Codification) 
Section 1100, "Summary Statement of Principles," defines twelve principles of 
accounting and reporting shown in the following Exhibit:  
 

Summary Statement of Principles of Accounting and Reporting 
(as adapted from GASB Codification Section 1100) 

· Accounting and Reporting Capabilities - A governmental accounting system must make it 
possible both: (a) to present fairly and with full disclosure the financial position and results of 
financial operations of the funds and account groups of the governmental unit in conformity 
with generally accepted accounting principles, and (b) to determine and demonstrate 
compliance with finance-related legal and contractual provisions. 
· Fund Accounting Systems - Governmental accounting systems should be organized and 
operated on a fund basis. A fund is defined as a fiscal and accounting entity with a self-
balancing set of accounts recording cash and other financial resources, together with all 
related liabilities and residual equities or balances, and changes therein, which are segregated 
for the purpose of carrying on specific activities or attaining certain objectives in accordance 
with special regulations, restrictions, or limitations. 
· Types of Funds - The following types of funds should be used by state and local 
governments: 

Governmental Funds 
 
(1) The General Fund - to account for all financial resources except those required to 
be accounted for in another fund. 
 
(2) Special Revenue Funds  - to account for the proceeds of specific revenue sources 

(other than expendable trusts or for major capital projects) that are legally restricted to 
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expenditure for specific purposes. 
 
(3) Capital Projects Funds  - to account for financial resources to be used for the 

acquisition or construction of major capital facilities (other than those financed by proprietary 
funds and Trust funds). 

 
(4) Debt Service Funds  - to account for the accumulation of resources for, and the 

payment of, general long-term debt principal and interest. 
 
Proprietary Funds 
 
(5) Enterprise Funds  - to account for operations (a) that are financed and operated in 
a manner similar to private business enterprises - where the intent of the governing 
body is that the costs (expenses, including depreciation) of providing goods or services 
to the general public on a continuing basis be financed or recovered primarily through 
user charges; or (b) where the governing body has decided that periodic determination 
of revenues earned, expenses incurred, and/or net income is appropriate for capital 
maintenance, public policy, management control, accountability, or other purposes. 
 
(6) Internal Service Funds  - to account for the financing of goods or services 
provided by one department or agency to other departments or agencies of the 
governmental unit, or to other governmental units, on a cost-reimbursement 
basis. 
 
Fiduciary Funds 
 
(7) Trust and Agency Funds - to account for assets held by a governmental unit in a 
trustee capacity or as an agent for individuals, private organizations, other 
governmental units, and/or other funds. These include (a) expendable trust funds, (b) 
nonexpendable trust funds, (c) pension trust funds, and (d) agency funds. 
 

· Number of Funds - Governmental units should establish and maintain those funds required 
by law and sound financial administration. Only the minimum number of funds consistent with 
legal and operating requirements should be established, however, because unnecessary 
funds result in inflexibility, undue complexity, and inefficient financial administration. 
· Accounting for Fixed Assets and Long-Term Liabilities - A clear distinction should be made 
between (a) fund fixed assets and general fixed assets and (b) fund long-term liabilities and 
general long-term debt. 
 

(a) Fixed assets related to specific proprietary funds or Trust funds should be 
accounted for through those funds. All other fixed assets of a governmental unit should 
be accounted for through the General Fixed Assets Account Group. 
 
(b) Long-term liabilities of proprietary funds and Trust funds should be accounted for 
through those funds. All other unmatured general long-term liabilities of the 
governmental unit should be accounted for through the General Long-term Debt 
Account Group. 

 
· Valuation of Fixed Assets - Fixed assets should be accounted for at cost or, if the cost is not 
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practicably determinable, at estimated cost. Donated fixed assets should be recorded at their 
estimated fair value at the time received. 
· Depreciation of Fixed Assets 
 

(a) Depreciation of general fixed assets should not be recorded in the accounts of 
governmental funds. Depreciation of general fixed assets may be recorded in cost 
accounting systems or calculated for cost finding analyses; and accumulated 
depreciation may be recorded in the General Fixed Assets Account Group. 
 
(b) Depreciation of fixed assets accounted for in proprietary fund should be recorded in 
the accounts of that fund. Depreciation is also recognized in those Trust Funds where 
expenses, net income, and/or capital maintenance are measured. 

· Accrual Basis in Governmental Accounting - The modified accrual basis of accounting, as 
appropriate, should be utilized in measuring financial position and operating results. 
 

(a) Governmental fund revenues and expenditures should be recognized on the 
modified accrual basis. Revenues should be recognized in the accounting period in 
which they become available and measurable. Expenditures should be recognized in 
the accounting period in which the fund liability is incurred, if measurable, except of 
unmatured interest on general long-term debt, which should be recognized when due. 
 
(b) Proprietary fund revenues and expenses should be recognized on the accrual 
basis. Revenues should be recognized in the accounting period in which they are 
earned and become measurable; expenses should be recognized in the period 
incurred, if measurable. 
 
(c) Fiduciary fund revenues and expenses or expenditures (as appropriate) should be 
recognized on the basis consistent with the fund's accounting measurement objective. 
Nonexpendable Trust Funds should be accounted for on the accrual basis; 
Expendable Trust Funds should be accounted for on the modified accrual basis. 
 
(d) Transfers should be recognized in the accounting period in which the interfund 
receivable and payable arise. 

· Budgeting, Budgetary Control, and Budgetary Reporting 
 

(a) An annual budget(s) should be adopted by every governmental unit. 
 
(b) The accounting system should provide the basis for appropriate control. 
 
(c) Budgetary comparisons should be included in the appropriate financial statements 
and schedules of governmental funds for which an annual budget has been adopted. 

· Transfer, Revenue, Expenditure, and Expense Account Classification 
 

(a) Interfund transfers and proceeds of general long-term debt issues should be 
classified separately from fund revenues and expenditures or expenses. 
 
(b) Governmental fund revenues should be classified by fund and source. 
Expenditures should be classified by fund and source. Expenditures should be 
classified by fund, function (or program), organization unit, activity, character, and 
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principal classes of objects. 
 
(c) Proprietary fund revenues and expenses should be classified in essentially the 
same manner as those of similar business organizations, functions, or activities. 

· Common Terminology and Classification - A common terminology and classification should 
be used consistently throughout the budget, the accounts, and the financial reports of each 
fund. 
· Interim and Annual Financial Reports 
 

(a) Appropriate interim financial statements and reports of financial position, operating 
results, and other pertinent information should be prepared to facilitate management 
control of financial operations, legislative oversight, and, where necessary or desired, 
for external reporting purposes. 
 
(b) A comprehensive annual financial report covering all funds and account groups of 
the governmental unit -- including appropriate combined, combining, and individual 
fund statements; schedules' narrative explanations; and statistical tables -- should be 
prepared and published. 
 
(c) General purpose financial statements may be issued separately from the 
comprehensive annual financial report. Such statements should include the basic 
financial statements and notes to the financial statements that are essential to fair 
presentation of financial position and operating results (and changes in financial 
position of proprietary funds and similar Trust Funds). 
 
(d) The financial reporting entity consists of (1) the primary government, (2) 
organizations for which the primary government is financially accountable, and (3) 
other organizations for which the nature and significance of their relationship with the 
primary government are such that exclusion would cause the reporting entity's financial 
statements to be misleading or incomplete. The reporting entity's financial statements 
should present the fund types and account groups of the primary government 
(including its blended component units, which are, in substance, part of the primary 
government) and provide an overview of the discretely presented component units. 
 
(e) The nucleus of a financial reporting entity usually is a primary government. 
However, a governmental organization other than a primary government (such as a 
component unit, joint venture, jointly governed organization, or other stand-alone 
government) serves as the nucleus for its own reporting entity when it issues separate 
financial statements. 

 
All of the concepts, terms, and definitions reported above will be developed in the 
following discussions.  In order for these principals to be development, maintained, and 
reported, all financial transactions must be systematically accounted for.  This requires 
record keeping in accordance with a standardized Chart of Accounts.   
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The Chart of Accounts and the General Ledger 
 

The Chart of Accounts 
 

A list of all the accounts of an LEA and the numbers assigned to the accounts is 
called a Chart of Accounts. The identification of the specific accounts to be used by an 
LEA should be one of the first steps in setting up the accounting system. New accounts 
may be added, or unnecessary ones may be deleted once the system is in use. 

 
In order for a district to utilize the accounting process, books and records must 

be maintained. These books and records or bookkeeping records may be classified into 
two major types; journals and ledgers. 

 
Journals.  A journal is a book of original entry. It is like a log book or a diary: that is, 
transactions are entered in it in the sequence in which they occur, in date order. As 
transactions occur, they are recorded first in the journal. This recording is called a 
journal entry and contains a summary of the transaction, the date on which the 
transaction took place, the accounts affected, how they are affected (whether debits or 
credits), the amounts to be debited or credited, and a brief description of the nature of 
the transaction. 
 
A journal is classified as a general journal or a special journal. Special journals are used 
to record transactions of a like nature. Some examples of special journals include: 

► revenue journal 
► receipts journal 
► expenditures journal 
► disbursements journal 
► payroll journal (payroll register) 
► purchase order journal 
 

All transactions could be recorded in a general journal but this would be unwieldy to 
ever be practicable.  

 
In maintaining the books, records, and journals, each fund is defined as a 

separate group of self-balancing accounts. For accounts to be self-balancing, the totals 
of the accounts having debit (Dr) balances must equal the totals of the accounts having 
credit (Cr) balances.  An account is the device that accumulates the net effect of all 
financial transactions on one item of assets, liabilities, fund balance, revenue, or 
expenditure. For example, the cash account in the General Fund will show all the 
transactions that affected cash in the General Fund for a given period of time. All the 
accounts within each fund will be classified as either an asset, a liability, a fund balance 
(or retained earnings), a revenue, or an expenditure (expense) account. 

 
The revenue and expenditure accounts are referred to as “temporary,” or 

nominal,” accounts because they are “closed out” at the end of the year and become 

    
  630        
     



Alabama Public School Finance Reference 
Reporting - Introduction to School Accounting 
 

part of the fund balance. These revenue and expenditure accounts are reopened at the 
beginning of each fiscal year.  The asset, liability, and fund balance accounts are 
“permanent,” or “real,” accounts that exist throughout the life of a fund. These accounts 
are not “closed” at the end of the year. 
 
The General Ledger 

 
A ledger is a group of accounts.  A General Ledger is defined as the book, file, 

computer run, or other device which contains the accounts that are necessary to reflect 
in summary or in detail the financial operations and the financial condition of the local 
educational agency (LEA). However, there can be a Ledger for a fund will show the 
group of self-balancing accounts for that fund.  Ledger accounts may be kept for any 
group of items or expenditures on which an administrative officer wishes to maintain a 
close check.  

 
 A Ledger will be maintained for each fund of an LEA. The sequence of accounts 

in the General Ledger will follow the order in which the accounts are presented in the 
financial statements — assets first and then liabilities, fund balance, revenues, and 
expenditures.  When all asset, liability, expenditure, revenue, and fund balance accounts 
are grouped together they make up the General ledger of the LEA.  Most commonly the 
General Ledger is referred to as the  book, file, or other device in which accounts are kept 
to summarize the financial transactions of the local school system.   
 
The Subsidiary Ledgers 
 
Computerized accounting systems are capable of handling a large number of accounts 
and transactions. They therefore may not use the traditional subsidiary ledgers and 
control accounts that were necessary for a manual accounting system. However, some 
computerized systems have maintained the structure of subsidiary ledgers to support 
general ledger control accounts.  When it is necessary to provide more detail regarding 
accounts in the General Ledger, special ledgers, called subsidiary ledgers, are 
maintained. The subsidiary ledgers support accounts, called control accounts, in the 
General Ledger. 
 
Closing the General Ledger 

 
At the end of each fiscal year, the books (General Ledger) of the LEA are 

“closed.” Closing the books is the accounting process in which the accounts are 
adjusted to reflect the most current balances, and the budgetary and operating accounts 
of the LEA are closed. Closing the books separates the financial transactions by year 
and measures the results of operations of a fund for the year. The closing process is 
accomplished through adjustments of prior years’ accruals, the current year’s accruals, 
and closing entries.  Completing the closing of the books is the creation of the annual 
financial reports generally known as General Purpose Financial Statements (GPFS). 
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Principals of Accounting 
 

 The first principle of instituting an accounting system is The Accounting Equation.  
Understanding the accounting system requires mastering the basic principles, 
procedures, and terminology of accounting.  Financial accounting is based upon the 
principle that what one owns less what one owes equals equity.  In equation form, this 
principle is as follows: 
 

Owned - Owed = Equity  
 
Another way of expressing this is in accounting terms where Assets are things of value 
owned and Liabilities are debts owed.  Equity is then the difference between Assets and 
Liabilities. 
 

Assets – Liabilities = Equity 
 
This fundamental equation from Algebra can be expressed in three ways: 
 

(1)  Assets – Liabilities = Equity 
(2)  Equity = Assets + Liabilities 
(3)  Assets = Liabilities + Equity 

 
Assets, Liabilities, and Equity Defined 

 
Assets.  In the language of accounting assets are things of value which a local school 
system owns or controls.  These assets can either be current or fixed.  A current 
asset is cash or anything that can readily be converted into cash.  Examples follow: 
 (1)  Cash; 
 (2)  U.S. Treasury notes or bonds held by a local school system; 
 (3)  Supplies in a stockroom; 
 (4)  A check awaiting deposit in a bank; 
 (5)  A certificate of deposit from a bank; and 

  (6)  Accounts receivable such as money due the local school system from the 
state, but not yet paid; or property taxes due, or tuition due, etc. 

A fixed asset is an item of value owned by the school district which is not likely to be 
sold for cash.  Examples follow: 
 (1)  Land; 
 (2)  Buildings; and 
 (3)  Equipment. 
 
Liabilities.  In the language of accounting, liabilities are any debts the local school 
system owes.  As with assets, liabilities may be classified either as current or long-
term.  A current liability is any debt which the local school system expects to pay 
within a short period of time, usually a year or less.  Examples follow: 

 (1) An invoice for textbooks purchased; 
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 (2) A bill payable to a vendor for food delivered to the cafeteria; 
 (3) Two months’ salary earned by a teacher where payment is deferred until the 

summer; 
 (4) Income tax withholdings from salaries of employees not yet paid to the US 

government; and 
 (5) A short-term note held by a bank for money borrowed by the local school 

system. 
 
A long-term liability is one which the local school system is not likely to pay within a 
year.  The most common types are bond issues and revenue warrants.   
 
Equity or Fund Balance.  The excess of assets over liabilities is equity.  However, this 
term is not normally used; rather the excess of assets over liabilities is generally called 
the Fund Balance. 
Therefore, the accounting equation becomes 
 

Assets = Liabilities + Fund Balance 
 
 
 

Accounts 
 
 When a local school system makes a purchase or pays teachers or receives 
taxes or engages in any business affecting the financial condition of the system, it is 
transacting business.  Therefore, such business dealings are called transactions.  All 
transactions are first recorded in a journal and are posted from the journal to an 
account. 
 

Transaction →  Journal Entry  →  Account Entry 
 

The journal entry or first recording of a transaction is called a journal entry and is 
a summary of the transaction.  It would consist of the date on which the transaction took 
place, the accounts that will be affected and how they will be affected, and a brief 
description of the transaction.  The transaction will be recorded in the journal and shown 
as either a debit or a credit.  After the transaction is recorded in the journal, it is later 
posted to the proper account. 
 
A journal and an account look like a “T.”  The left side of an account is called the debit 
side and the right side is called the credit side: 
 

  
Debit Side 
(left side) 

owes 

Credit Side 
(right side) 

owed 
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 These terms are derived from Latin words.  The Latin word debeo means “owe.”  
The history of the use of this word as it applies to accounting began when the only 
transactions necessary to be recorded were those with customers or suppliers.  A 
charge against a person who owes appears of the left side of the account with that 
person.  The left side of the account is therefore the “debit” side. 
 
 The Latin word credo means “trust” or “believe.”  The history of this word as it 
applies to account began at the same time as the word debit.  The amount shown as 
owed to a person who trusts us appears on the right side of the account, which is 
referred to as the credit side. 
 
 To keep the accounting equation in balance, there must be an equal use of 
debits and credits for each transaction.  A single transaction must have two or more 
debits and two or more credits.  However, the total amount of debits must still equal the 
total amount of credits.  Therefore, in any series of transactions the sum of the debits 
must equal the sum of the credits.  This system in which accounts are self-balancing 
through equal entry of both debits and credits is known universally as double-entry 
bookkeeping.  However, this in itself is not accounting.  Bookkeeping is a part of 
accounting that involves only the recording of business events.   
 

In addition to the debits and credits to an account in double-entry bookkeeping 
are also posted not only the amounts of the transaction, but also the date, a brief 
description and the journal page number for reference (the page on which the 
transaction was originally recorded). 

 
The act of entering an amount of the left side of an account is called debiting the 

account, and making an entry on the right side is called crediting the account.  The 
procedure of having debits on the left and credits on the right is an accounting custom 
or rule.  This rule applies to all accounts.   

 
In the case of assets, recording the value of an asset in the left or debit side of 

the account increases the amount of the asset.  Decreases in the amount of an asset 
are recorded in the right or credit side of the account.  For example, consider the 
following cash transactions for a school system account placed in a tabular summary of 
cash transactions:  

 
 
 

Tabular Summary 
Cash 

$15,000.00 
-7000.00 
1,200.00 
1,500.00 

-1,700.00 
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-250.00 
600.00 

-1300.00 
$8,050.00 

 
However, when this information is placed in Account Form in an assets account, 

it appears as follows: 
 

Account Form Summary 
Cash 

Debits $15,000.00 Credits $7,000.00 
 1,200.00  1,700.00 
 1,500.00  250.00 
 600.00  1300.00 
Balance $8,050.00   
Owed to 

the 
account: 

 The 
account 
owes: 

 

 
 
Note that increases in the value of the asset or cash (debits) are recorded on the 

left side of the account and decreases in the value of the asset or cash (credits) are 
recorded on the right side of the account.  Every positive item in the tabular summary 
represents a receipt of cash whereas every negative amount in the tabular summary 
represents a payment out of cash.  The account balance thus indicates that receipts of 
cash exceeded payments of cash by $8,050.00. 
 
 In the case of accounting for liabilities, the amount of a liability and increases in 
the liability are recorded in the right or credit side of the account.  Decreases in the 
amount of liability are recorded in the left side or debit side of the account.  Debits thus 
increase assets and decrease liabilities.  Credits decrease assets and increase 
liabilities. 
 

DEBITS CREDITS 
▲Increase Assets ▼Decrease Assets 
▼Decrease Liabilities ▲Increases Liabilities 

 
Under normal circumstances, asset accounts should show debit balances and liability 
accounts should show credits balances.   This procedure summarizes the basic double 
entry accounting which is standard in governmental accounting.  The accounting system 
is organized on a fund basis.  This topic follows in the next module. 
 
 

Basis of Accounting 
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Another principal of account,  The "basis of accounting," refers to the point in 
time when revenues, expenditures or expenses (as appropriate), and the related assets 
and liabilities are recognized in the accounts and reported in the financial statements. In 
other words, the "basis of accounting" determines the timing with which the accounting 
system recognizes transactions. 
 
Cash-Basis Accounting 
 

Cash-basis accounting recognizes transactions when cash is received or 
disbursed. In the most common version of a cash-basis accounting system, the financial 
condition of the LEA is measured primarily by the size of the system's cash balance.  All 
other assets and liabilities are recognized only to the extent they have arisen from prior 
cash transactions. Notes and bonds payable and interfund loans receivable and 
payable are, therefore, recognized, for example, but accounts receivable and accounts 
payable are not. Cash-basis accounting provides information about the LEA's financial 
operations only by reporting changes in the system's cash balance, adjusted for 
changes in any other assets or liabilities which have arisen through prior cash 
transactions.  

 
 One of the greatest weaknesses of the cash basis of accounting is that it does 

not recognize accounts receivable, accounts payable and other accrued items. It 
therefore does not match resources used to resources provided. This situation may 
falsely lead financial statement readers to believe that the statements present the LEA's 
complete financial position and results of operations. Using the cash basis, an LEA may 
thus fall into a deficit position without being aware of its real financial position. It is 
difficult to eliminate a current year deficit if the LEA is not aware of the circumstances 
until the close of the fiscal year. With cash-basis statements, then, the statement reader 
may not be able to determine it an LEA is operating beyond its means.  

 
Modified Accrual and Accrual-Basis Accounting 
 

Generally accepted accounting principles (GAAP) utilize the modified accrual 
basis of accounting for governmental funds and expendable trust funds and the accrual 
basis of accounting for proprietary and nonexpendable trust funds.  Agency funds do 
not have a basis of accounting since assets = liabilities. However, agency funds use the 
modified accrual basis to record assets and liabilities.  

 
 GAAP is regarded as the superior method of accounting for the economic 

resources of the LEA. This method allows an LEA to determine its financial position and 
results of operations by measuring economic resources and obligations. Changes in 
these factors can also be measured as those changes occur, regardless of the timing of 
the related cash flows. 

 
GAFR recommends use of GAAP to the fullest extent practicable. With minor 

differences in wording, the Association of School Business Officials International 
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(ASBO) agrees with this position. Between proprietary funds (accrual) and 
governmental funds (modified accrual), GAAP is applied differently. In proprietary funds, 
revenues are recorded when they are earned and become measurable, and expenses 
are recorded when the liability for them is incurred, if measurable. The governmental 
fund revenues and expenditures should be recorded on the modified-accrual basis.  
Revenues should be recorded when they become available and measurable. 
Expenditures should be recorded when incurred, if measurable. Some of the 
advantages of accrual-basis accounting include: 

• providing a comprehensive measurement of financial position and results of 
operations; 

• providing accountability for individual assets within the accounting system at the 
earliest appropriate date; 

• providing the potential for cost accounting analyses and comparisons; 
• promoting comparability from period to period; 
• reducing management's ability to control cash flows in such a way as to produce 

financial statements that will seem to present financial position and results of 
operations in either a more optimistic or more pessimistic context, depending upon 
management's particular preference at the end of any given fiscal year. 

 
Single-Entry/Double-Entry Accounting 
 

A single-entry accounting system is easily illustrated by the check register in a 
checkbook. In that system a single entry is recorded for each cash receipt or cash 
disbursement. The cash account is increased or decreased by each transaction. Single-
entry accounting systems in LEAs operate in a like manner. 

 
A double-entry accounting system requires that for every entry made to the debit 

side of an account an entry for a corresponding amount be made to the credit side of 
another account.  Double-entry accounting involves maintaining a balance between 
assets on the one hand and liabilities, reserves, and fund equities on the other.  

 
The double-entry system has two advantages. First, the LEA can prepare a 

balance sheet which reports the financial status of an LEA at a particular date. 
Secondly, the double-entry system provides a good set of checks and balances in the 
accounting system.  LEAs are required to use double-entry accounting. 

 
Comparability 
 

Using the classifications and definitions provided by the Alabama State 
Department of Education will enhance comparability of recorded and reported financial 
information among LEAs, the States and the Federal Government. This comparability 
should provide assistance to LEA, State and Federal administrators, legislators, LEA 
boards of education and the general public in understanding where funds come from 
and how they are used.   
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Accounting System Defined by Alabama State Department of Education 
 
 Under the broad authority granted the Alabama State Superintendent to define 
the nature of means of all required reporting to the State Board of Education, it is within 
her/his power to stipulate the form of the accounting system used by LEAs of the state. 
Just as the federal government has the authority to require the accounting for funds 
allocated to the states in a manner consistent with the recording keeping and 
accountability required by Congress, so does the State Superintendent and State Board 
of Education impose such standards within the state.  The nature of the accounting 
system will be examined in the next section. 
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26.  FUND ACCOUNTING 
 

Introduction 
 

 An account is established for each asset, for each liability, and for each fund 
balance account of a local school system in governmental accounting.  This means that 
as transactions occur, that are posted into accounts that are separate for each asset, for 
each liability, and for each fund balance.  Each grouping of transactions that results in 
the creation of assets, and liabilities, and fund balances may be considered as 
belonging to business activity for a specific purpose.  These could be general 
operations, the operation of the food service program, the construction of buildings, and 
so forth.   When a group of transactions affects a specific type of operations, then the 
assets, liabilities, and fund balances of this group of transactions constitutes a fund, 
which is an independent accounting entity with its own assets, liabilities, and fund 
balance.  These requirements dictate the structure of the account classification 
 

Fund accounting was originally developed in response to the demand for greater 
financial accountability on the part of state government and local school systems.  What 
began as a system of separate cash accounts has evolved into the current system of 
separate accounting for separate activities.  Indeed, a school system is not considered 
to be a single entity for accounting and financial reporting purposes, but rather a 
collection of separate accounting entities for funds, cost centers, funding sources, and 
programs. 
 
Basis of Accounting 
 
 The basis of accounting refers to the point of time when revenues, expenditures, 
and the related assets and liabilities are recognized in the accounts and reported in the 
financial statements.  There are three (3) methods of accounting commonly used by 
school systems that will be explained below. 
 
 1. CASH-BASIS ACCOUNTING recognizes transactions when cash is received 
or disbursed.  The greatest weakness of the cash basis of accounting is that it does not 
recognize accounts receivable, accounts payable and other accrued items.  It therefore 
does not match resources used to resources provided. 
 
 2. MODIFIED ACCRUAL-BASIS ACCOUNTING recognizes transactions when 
they become both measurable and available for use or collection within the reporting 
fiscal period. 
 
 3. ACCRUAL-BASIS ACCOUNTING recognizes transactions when they occur, 
regardless of the timing of the related cash transaction. 
 
 It is recommended that modified-accrual or accrual-basis accounting be used to 
the fullest extent practicable in Alabama’s schools.  The use of these methods allows 

    
  639        
     



Alabama Public School Finance Reference 
Reporting - Fund Accounting 
 

the school system to determine its financial position and results of operations by 
measuring financial resources and obligations at the earliest possible date and provides 
for comparable period to period reports. 
 

National Account Structure 
 
   The account structure must be a master classification of balance sheet, revenue, 
and expenditure accounts from which selections can be made for reporting comparable 
transactions on a uniform basis. In order to facilitate meaningful cost data comparisons 
with national educational statistics and meet reporting requirements of various federal 
revenue sources. The structure is flexible and allows for expansion to meet increased 
reporting needs as well as unique needs of the individual user.  The Financial 
Accounting Account Classification Structure developed by the National Center for 
Education Statistics and published in Financial Accounting for Local and State School 
Systems 1990 has accommodated Generally Accepted Accounting Principles (GAAP) 
and the principles of the Government Accounting Standards Board (GASB) in the 
description of the three basic types of financial activity.  These are the following: 
 

►Revenues and Other Sources of Funds 
►Expenditures and Other Uses of Funds 
►Transactions Affecting the Balance Sheet Only 
 
These three types of financial activity each is described by a specific overall 

account code which is made up from a combination of classifications called 
dimensions.  Each dimension describes one way of classifying financial activity.  The 
dimensions which are applicable to each of the three types of financial activity follow in 
Table 26-1 which follows.  This is a way of placing a full and complete description of 
financial activity into a matrix which allows logical grouping of descriptors.  In order to 
fully describe the financial activity of a government unit and to provide the information 
basis to produce financial statements of this activity, the components of the matrix 
above must be employed.   
 
 

Table 26-1 
Types of Financial Activity and Dimensions 

Revenues Expenditures Balance Sheet 
Fund Fund Fund 
Revenue Source Program Balance Sheet Account 
Project/Reporting Function ►Assets 
 Object ►Liabilities 
 Project/Reporting ►Fund Equity 
 Level of Instruction  
 Operational Unit  
 Subject Matter  
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Alabama’s Financial Accounting System will generally follow this matrix and the 
dimensions presented with the exception that some of the dimensions recognized to 
report expenditures are not utilized.  However, this is entirely acceptable since the 
handbook classification structure described above is capable of generating more 
detailed data than may be desired and can be considered as optional.  The following 
accounting structure is the minimum chart of accounts that a state and its LEAs must 
employ to prepare necessary Federal reporting requirements which are found in Table 
26-2 below: 

 
Table 26-2 

Minimum Chart of Accounts for Federal Reporting 
Revenues Expenditures Balance Sheet 

Fund Fund Fund 
Revenue Source Program Balance Sheet Account 
 Function ►Assets 
 Object ►Liabilities 
 Project/Reporting ►Fund Equity 

 
All of the categories in addition to these described in the Minimum Chart of Accounts 
are considered as option for Federal reporting.  Alabama’s accounting structure as will 
be seen in the following exceeds the minimum requirements.  The Chart of Accounts is 
a list of all the accounts of an LEA and the numbers assigned to the accounts. 
 

The system component structure is designed to serve as a flexible tool to meet 
the needs of all school systems in the State of Alabama.  It creates a common means of 
communication to be used in planning, recording, accumulating, controlling, and 
reporting the financial activities of the school systems.  All school systems should 
uniformly utilize this component structure in order to provide comparability between 
school systems. 
 

Fund Accounting 
 
 As is readily seen in these account structure descriptions, one element is integral 
to all accounting and reporting – the fund.  Governmental accounting systems are thus 
organized and operated on a fund basis.  The diverse nature of governmental 
operations and the necessity of assuring legal compliance preclude recording and 
summarizing financial transactions in a single accounting entity.  Rather, the required 
accounts are organized on the basis of funds each of which is completely independent 
of any other.  Each fund must so be accounted for that the identity of its resources, 
obligations, revenues, expenditures, and fund equities is continually maintained.  
 
 Schools operate financially by a system of fund accounting which is a system 
which is organized and reported around the types of revenue and expenditures that best 
describe educational organizations.  Certain accounting principles apply that make it 
possible to track revenues and expenditures.  The primary purpose of fund accounting 
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in the requirement that each fund be used only for specific purposes and that funds are 
not commingled.  Therefore, the purpose of fund accounting is to recognize discrete 
fiscal operations, to track the revenues and expenditures by function, and to provide 
information of these functions and the intended use of expenditures.   
 

This is accomplished by providing a set of self-balancing accounts for each fund 
which shows its assets, liabilities, reserves, fund balances or retained earnings, 
revenues, and expenditures or expenses.  A fund is a fiscal and accounting entity with a 
self-balancing set of accounts recording financial resources with all related liabilities, 
fund equity, and changes caused by the receipt of revenues and the expenditure of 
funds.  It one were to compare fund accounting with commercial accounting, each fund 
would equate to an independent business, with a separate set or records owned by one 
entity, the local school system. 
 
 LEAs must use several different types of funds.  The issue is not whether to use 
fund accounting, but how many different types to actually use.  The general rule is that 
the fewer, the better.  Only the minimum number of funds necessary to meet legal and 
operating requirements should be established.  Unnecessary numbers of funds result in 
inflexibility, undue complexity, and inefficient.  The minimum number of funds which 
should be utilized have been jointly agreed upon by the Governmental Accounting 
Standards Board (GASB), the National Center for Education Statistics (NCES) and 
the Association of School Business Officials (ASBO).  These groups have agreed 
upon the classification of funds into four separate categories: 
 
Fund Accounting in the LEA 
 

The local school system accounting system must be organized and operated on 
a fund basis. Each fund is a separate fiscal entity in the school district much the same 
as various corporate subsidiaries are fiscally separate in private enterprise. The 
separate funds are established by the school district for the specific activities and 
objectives in accordance with statutes, laws, regulations, restrictions, or for specific 
purposes. A fund is defined in GASB Codification Section 1300 as: 

 
. . . a fiscal and accounting entity with a self-balancing set of 

accounts recording cash and other financial resources, together with all 
related liabilities and residual equities or balances, and changes therein, 
which are segregated for the purpose of carrying on specific activities or 
attaining certain objectives in accordance with special regulations, 
restrictions, or limitations. 

 
The requirement for a self-balancing set of accounts means that the familiar 

debit and credit framework is applied to the recording of transactions and events in the 
accounting systems of each fund. But the requirement that a fund must be both a 
separate fiscal and accounting entity indicates that the self-balancing feature itself is not 
adequate alone; account groups to establish accounting control and accountability for 
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the government's general fixed assets and the unmatured principal of its long-term debt 
are also required.  

 
The general long-term debt account group and a general fixed assets account 

group are used to establish accounting control and accountability for the government's 
general fixed assets and the unmatured principal of its long-term debt. 
 

Legal reporting requirements and the varied nature of school district's operations 
preclude a single set of accounts for recording and summarizing all transactions. The 
records must be organized on a multiple-fund basis with each of the several funds 
complete and independent accounting entities. The absolute minimum number of funds 
appropriate for public school operations depends on the purposes and legal 
requirements of the various activities. The identified fund types are for group activities 
that are similar in nature or purpose. The required fund types and groups of self-
balancing accounts as described in GASB Codification Section 1300.102 and 103 
(excerpted) follow.  
 
Description of Fund Types 
 

In compliance with generally accepted accounting practices, the following three 
types of funds and one account group are prescribed by the National Center for 
Education Statistics in Financial Accounting for Local and State School Systems, 1990: 

 
1. Governmental Fund Types - often called "source and disposition," 

"expendable," or "government-type" funds - are those through which most 
governmental functions typically are financed. The acquisition, use, and balances of the 
government's expendable financial resources and the related current liabilities - except 
those accounted for in proprietary funds - are accounted for through governmental 
funds (general, special revenue, capital projects, and debt service funds). 
 

Governmental funds are in essence an accounting segregation of financial 
resources. Expendable assets are assigned to the various governmental funds 
according to the purposes for which they must be used; current liabilities are assigned 
to the fund from which they are to be paid; and the difference between governmental 
fund assets and liabilities, the fund equity, is referred to as "Fund Balance." 

 
The governmental fund measurement focus is on determination of financial 

position and changes in financial position (sources, uses, and balances of financial 
resources), rather than on net income determination. The statement of revenue, 
expenditures, and changes in fund balance is the primary governmental fund operating 
statement. It may be supported or supplemented by more detailed schedules of 
revenues, expenditures, transfers, and other changes in fund balance.  
 

2. Proprietary Funds - sometimes referred to as "income determination," 
"non-expendable," or "commercial-type" funds - are used to account for a 
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government's ongoing organizations and activities that are similar to those often found 
in the private sector (enterprise and internal service funds). All assets, liabilities, 
equities, revenues, expenses and transfers relating to the government's business and 
quasi-business activities - where net income and capital maintenance are measured - 
are accounted for through proprietary funds. The generally accepted accounting 
principles here are those applicable to similar businesses in the private sector; and the 
measurement focus is on determination of net income, financial position, and cash 
flows. However, if the GASB has issued pronouncements applicable to those entities 
and activities, those entities and activities should be guided by GASB pronouncements. 
 

3.  Fiduciary Funds - trust and agency funds - are used to account for assets 
held by a government in a trustee capacity or as an agent for individuals, private 
organizations, other governmental units, and/or other funds. Each trust fund is classified 
for accounting measurement purposes as either a governmental fund or a proprietary 
fund. Expendable trust funds are accounted for in essentially the same manner as 
governmental funds. Nonexpendable trust funds and pension trust funds are accounted 
for in essentially the same manner as proprietary funds. Agency funds are purely 
custodial (assets equal liabilities) and thus do not involve measurement of results of 
operations. 
 

However, the use of these three types of funds is inadequate to completely 
provide accountability for and control of the government's general fixed assets and 
general long-term debt.  This is accomplished through a fourth category of accounting 
entities, the "account groups."  

 
4.  Account Groups  are used to establish accounting control and accountability 

for the government's general fixed assets and the unmatured principal of its general 
long-term debt.  The government's general fixed assets - all fixed assets except those 
accounted for in proprietary funds or trust funds - are not financial resources available 
for expenditure. The unmatured principal of its general long-term debt - long-term 
liabilities not accounted for in proprietary funds or trust funds - does not require an 
appropriation or expenditure during the current accounting period.  Hence, neither is 
accounted for in the governmental funds, but in self-balancing account groups. These 
account groups are not funds, they do not reflect available financial resources and 
related liabilities but are accounting records of the general fixed assets and general 
long-term debt, respectively, and certain associated information. 
 
 In compliance with generally accepted accounting practices, the following 
categories of funds and account groups is provided by the National Center for 
Education Statistics in Financial Accounting for Local and State School Systems, 1990 
in Table 26-3 below: 
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Table 26-3 
Matrix of Fund Usage 

FUND DESCRIPTION EXAMPLES 
I.  GOVERNMENTAL TYPE FUNDS    
1.  General Fund - Accounts for all financial resources 
except those required to be accounted for in another 
fund. 

General Fund, including the Local 
Maintenance Fund, Food Service Fund, 
etc. 

2.  Special Revenue Funds - Account for the proceeds 
of specific revenue sources that have been restricted to 
expenditure for specific purposes other than 
expendable trusts or for major capital projects. 

ESEA, Title I, Part A - Improving Basic 
Programs Fund, National School 
Breakfast and Lunch Program Fund, 
Vocational Education Fund, Campus 
Activity Fund, Shared Services 
Arrangements Funds, etc. 

3.  Capital Project Funds - Account for the receipt and 
disbursement of resources for the purpose of 
constructing or acquiring major capital assets such as 
new schools, public buildings, or recreational facilities. 
The Capital Projects Funds are used to account for 
such assets other than those financed by proprietary 
funds and trust funds. 

Locally Defined Capital Project Funds 

4.  Debt Service Funds - Account for resources set 
aside to pay interest and principal on long-term debt. 

Locally Defined Debt Service Funds 

II.  PROPRIETARY TYPE FUNDS    
1.  Enterprise Funds - Account for operations (a) that 
are financed and operated in a manner similar to 
private business enterprises, where the intent of the 
governing body is that the costs (expenses, including 
depreciation) of providing goods or services to the 
general public on a continuing basis be financed or 
recovered primarily through user charges, or (b) where 
the governing body has decided that periodic 
determination of revenues earned, expenses incurred, 
and/or net income is appropriate for capital 
maintenance, public policy, management control, 
accountability or other purposes 

National School Breakfast and Lunch 
Program Fund (food service operations 
are to be accounted of in this fund when 
a school district intends for the food 
service operations to be financed from 
the NSLP program and user charges, 
rather than from General Fund 
subsidies), State Defined Enterprise 
Funds, Locally Defined Enterprise Funds 

2.  Internal Service Funds - Account for the financing 
of goods or services provided by one department or 
funds to other departments or funds within the same 
school district on a cost reimbursement basis. 

Transportation Fund, Print Shop Fund, 
Insurance Fund, Computer Operation 
Fund, etc. 

III.  FIDUCIARY TYPE FUNDS    
1.  Trust Funds - Account for collection and 
disbursement of assets held in trusts by the school 
district for an individual, a group of individuals or 
another governmental unit. The three types of trust 
funds are: 

   

  (a) Expendable Trust Funds - Account for funds 
received from individuals and/or organizations for 
specific purposes for which the principal, and earned 
interest or revenue may be used. 

Scholarship Funds (both principal and 
earned interest on revenue can be 
distributed 

  (b) Nonexpendable Trust Funds - Account for funds 
received from individuals or organizations for which the 
principal used must be repaid to restore the original 
amount and may be increased by the collection of 
interest.  

Scholarship Funds (limited to the use of 
only earned interest or revenue), etc.  

    
  645        
     



Alabama Public School Finance Reference 
Reporting - Fund Accounting 
 

  (c) Pension Trust Funds - Account for pension plans 
other than the Teachers’ Retirement System of 
Alabama 

Locally Defined Pension Trust Funds 

(2) Agency Funds - Account for the collection and 
disbursement of assets held in a custodial capacity by a 
school district consisting of clearing accounts and funds 
that are the property of students or others. 

Tax Collection Fund, Textbook Waiver 
Refund Fund, Payroll Clearing Account 
Fund, etc. 

IV.  ACCOUNT GROUPS    
1. General Long-Term Debt Account Group - 
Account for non-current debts. A long-term debt will be 
offset by a debit to either amounts to be provided 
and/or amounts available in other funds. Long-term 
debts of Proprietary Fund Types and similar trust funds 
are accounted for through those fund types and are not 
included in this account group. 

General Long-Term Debt Account Group 

2. General Fixed Asset Account Group - Account for 
those general fixed assets not recorded in Proprietary 
Fund Types and similar trust funds. This account group 
is for specific pieces of property such as equipment, 
land, and building, and all associated costs. There is no 
depreciation recorded for general fixed assets. 

General Fixed Asset Account Group 

 
The various categories of fund types and account groups are discussed in greater detail 
as they relate to Alabama’s School Finance Accounting System in the following 
sections. 
 

Governmental Fund Types in Alabama 
 

 The four types of governmental funds described by the National Center for 
Education Statistics are employed in the Alabama School Accounting System.  They are 
described in the table below with the accounting code number used to identify them.  
Accounting codes will be discussed in detail in the following sections.  Please note that 
the order of reporting of debt service and capital project funds have been reversed in 
the Alabama Accounting Manual from the order appearing in Financial Account for 
Local and State School Systems 1990.  These are found in Table 26-4: 
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Table 26-4 
Government Fund Types 

General 
Code 11 

Special Revenue 
Code 12 

Debt Service  
Code 13 

Capital Project  
Code 14 

This fund type 
accounts for all 
financial 
resources of the 
school system 
except those 
required to be 
accounted for in 
another fund type.  
The primary 
operating 
functions of a 
local school 
system are 
performed in the 
general fund type. 
 

This fund type 
accounts for the 
proceeds of specific 
revenue sources that 
are legally required 
to be accounted for 
in some other 
predermined fund 
type.  The integrity of 
the individual special 
revenue will be 
maintained by the 
use of the Fund 
Source component.  
The SDE identifies 
the state revenue 
sources requiring 
special revenue 
status.  Most federal 
grant appropriations 
will be maintained as 
special revenues, 
especially where 
separate budgeting 
and financial 
reporting is required 
at the state of federal 
level.  Any local 
revenue sources 
requiring special 
revenue status will 
be determined by the 
local school system. 

This fund type accounts 
for the accumulation of 
resources for the payment 
of general long-term debt, 
both principal and interest.  
When financial resources 
are legally required to be 
set aside in a sinking fund 
to meet current and(or) 
future principal and 
interest obligations of a 
school system’s general 
long-term debt, the debt 
service fund type should 
be used to account for 
these obligations and 
resources.  Only long-term 
obligations and resources 
are required to be 
recorded in a debt service 
fund type which involve a 
third party or paying 
agent. 
Capital leases, lease 
purchases and other 
intermediate term leases 
can be budgeted and 
accounted for within the 
fund type creating the 
obligation and supplying 
the resources for the 
payment of principal and 
interest. 

This fund type 
accounts for 
financial resources 
used to acquire or 
construct major 
capital facilities 
other than those of 
proprietary and trust 
funds.  When 
financial resources 
are obtained through 
borrowing or 
contributions for the 
purpose of acquiring 
and(or) constructing 
major capital 
facilities, a capital 
project fund type 
should be used to 
record transactions 
related to the 
accumulation and 
expenditure of these 
financial resources. 
(Note:  According to 
the National Center 
for Education 
Statistics, Financial 
Accounting for Local 
and State School 
Systems 1990, the 
Capital Projects 
Fund should be the 
third fund and the 
Debt Service Fund 
should be the fourth 
fund.) 

  
Governmental Funds then are made up of individual funds that make up the majority of 
funds and revenues in educational accounting.  They are called governmental funds 
because they receive most of the actual money deposited and spent by school systems 
are come from governmental sources.  
 
General Fund.   The primary operating functions of a local school system are performed 
in the general fund type. 
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EXAMPLE: Foundation Program Funds: 11-X-XXXX-XXX-XXXX-1110-X-XXXX-XXXX 
where 11 is the Fund Type and 1110 is the Fund Source. 

Proprietary Funds 
 
 However, not all the revenues or monies received by schools come from 
governmental sources.  In fact, a limited number of school system activities more 
closely resemble private enterprise operations than they do operations in the public 
sector.  Therefore, the convention has been the creation of separate proprietary funds 
to account for activities who, for the most part, are to be financed though charges for 
services provided.  In general, these activities are considered to be self-supporting.  As 
proprietary funds often involve the charging or fees for services, they must be kept 
separate and apart from regular school system operations.  
 
 

As self-supporting funds, they must provide for a means of internal billing.  The 
two types of propriety funds are described in the following Table 26-5: 
 

Table 26-5 
Proprietary Funds 

Enterprise Fund  
Account Code 21 

Internal Service Fund  
Account Code 22 

This fund type is used to account for business-
like operations of a school system in which 
direct goods or services are provided to 
consumers.  These consumers may be either 
students are the general public.  The 
consumers are directly charged for the goods or 
services and the resulting revenues are used to 
help pay for the costs of the operation.  
Common examples are food service operations, 
interscholastic athletics, the school newspaper 
or yearbook, the bookstore operations, and for 
fee transportation services.  The idea is that 
these activities are like private enterprises, with 
services provided in turn for charges.  As a 
result, enterprise revenues and expenditures 
are maintained separately. 

This fund type is used to account for business-like 
operations of the school system whereby goods or 
services are provided to operational units inside the 
school system (other programs), other school 
systems, or other governmental agencies on a 
cost-reimbursement basis.  Internal service funds 
are supported by user-charges.  Examples could 
be printing, or maintenance, central warehousing, 
purchasing, data processing Internal service funds 
are supported by user-charges.  Examples could 
be printing, or maintenance, central warehousing, 
purchasing, data processing and others. 

 
 

Fiduciary Funds 
 
 There is a third type of fund necessary to describe the financial operations of a 
public school system.  These are known as fiduciary funds.  Not all revenues to a school 
system fall neatly into the categories of governmental or proprietary funds.  This fund 
type is used to account for assets held by the school system as trustee or agent.  
Revenues are deposited into a fiduciary fund and the expenditures are controlled by an 
agreement detailing the purpose of the fund, how the fund is to be managed, and the 
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disposition of the proceeds of the fund if the agreement is ever dissolved.  These are 
found in Table 26-6: 
 
 

Table 26-6 
Types of Fiduciary Funds 

Non-Expendable Trust 
Fund Type 31 

Expendable Trust 
Fund Type 32 

Agency Funds 
Fund Type 38/39 

This fund accounts for financial 
assets held by the school 
system in a trusteeship for some 
specified purpose.  The 
investment earnings can be 
spent on the object of the trust, 
but never the principal.  
Scholarships are an example 
where only the interest of the 
principal is used for awards.  
The endowment of the trust is to 
remain intact in perpetuity. 

This is a similar type of fund to 
the Non-Expendable Trust Fund, 
with the exception that the 
principal of the fund may also be 
spent for the specified purpose 
of the fund.  The school system 
becomes the steward of the 
purpose of the fund and may 
determine to expend the entire 
assets and earnings of the fund. 

This type of fund is created 
when the school system acts as 
an agent for hold resources for 
another group and disburses 
them as directed.  These could 
include funds for teacher 
organizations, parent 
organizations, or student 
organizations.  In this case, the 
school system plays a limited 
role in the collecting and 
temporary holding of funds for 
another party.  A school system 
could use this fund set up a 
central payroll to reduce the 
number of accounts needed for 
payroll transactions. 

 
 
 

Account Groups 
 
 In account to funds, there is also the need to account for a school system’s 
accumulation of both fixed assets and long-term debts.  These are called Account 
Groups because they are a grouping of records which account for and control general 
fixed assets and unmatured principal of general long-term debt.  The main value is these 
types of accounts is the separation of fixed assets and debts from general operating 
monies.  However these account groups are not funds and do not report operations since 
they do not contain revenue or expenditure accounts.  Changes in fixed assets and long 
terms debts are disclosed in the notes to the financial statements rather than in an 
operating statement.  These are found in Table 26-7: 
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Table 26-7 
Account Groups 

General Fixed Asset 
Account Group Number 88 

General Long-Term Debt 
Account Group Number 89 

The general fixed asset group is used to record 
the cost of all property, plant, and equipment of 
a school system.  This of course does not 
include those assets of the proprietary or non-
expendable trust fund types.  As this account 
group is used to record the general fixed assets, 
it will serve as a control account for reporting 
the accumulated cost/values of the fixed assets 
of land, land improvements, building, building 
improvements, equipment, construction in 
progress, capital leases and other fixed assets.  
Additional fixed assets accumulated during the 
year should be included in the financial 
statement annually and items destroyed, lost, or 
stolen should be deleted annually.  An itemized 
list should summarize the changes each year. 

The general long-term debt accounting group is 
used to record the unmatured principal amount of 
all long terms liabilities. This of course does not 
include those liabilities of the proprietary or non-
expendable trust fund types.  This account group 
will be used to report the outstanding principal 
balance of the long-term debt for the obligations of 
bonds, warrants, warrant anticipation notes (those 
which are not due within one year), capital leases, 
legal judgments, special assessments payable to 
other governmental units, unfunded personnel 
costs due upon retirement, and compensated 
absences.   

 
There is no single central or aggregate financial accounting entity.  Separate statements 
are prepared for each fund and account group.  No fund is considered to be the parent 
fund. 
 
Dimensions of Accounting 
 

The account codes will be used later in coding financial transactions involving 
these types of funds and account groups.  However, at this point the concept of 
accounting dimension should be further developed.  Most simply stated, a dimension 
is a block of related digits in an account code.  In this case the related digits, two, 
describe a dimension of the accounting system in which financial transactions are 
attributed to the fund or account group to which they relate. The total specific account 
code for a transaction is made up of a combination of classifications, which are called 
dimensions. Each dimension describes one way of classifying financial activity. The 
total number of dimensions which will be applied in the Alabama Accounting Manual is 
nine (9).    A way of thinking of the concept of dimensions is in describing a data on the 
calendar.  A date has three dimensions:  the day can be two digits for the first 
dimension; the month can be two digits for the second dimension; and the year can be 
four digits for the third dimension.   Consider the following example in Table 26-8: 
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Table 26-8 
Coding for Date 

 1 2 3 
Dimensions Day Month Year 

Digits XX XX XXXX 
Date 17 07 2002 

 
Therefore, the calendar date that can be electronically or visually processed 

carries a numeric code consisting of three dimensions and eight digits:  17-07-2002 or 
17072002.  This is precisely the way the account coding process will be developed in 
the following sections.  

 
 

Alabama’s Accounting System Components 
 

 The system component structure is designed to serve as a flexible tool to meet 
the needs of all school systems in the State of Alabama.  It creates a common means of 
communication to be used in planning, recording, accumulating, controlling, and 
reporting the financial activities of the school systems.  All school systems should 
uniformly utilize this component structure in order to provide comparability between 
school systems.  This system will employ the following reporting codes for the General 
Ledger and all subsidiary ledgers. 
 

2 7
_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _
1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27

1.  Fund Type & Account Group
2.  Account Type

3.  Account Code
4.  Object

5.  Cost Center
6.  Fund Source

7.  Appropriation Year
8.  Program

9.  Special Use

6 8 91 3 4 5

 
 
 

 
Accounting Dimensions in Detail 

 
 

1.   Fund Type & Account Group.  There are four fund types and two account groups, 
which should be used to record all related financial transactions.   The following table 
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displays the fund and account group classifications with the corresponding code used in 
Alabama’s school accounting system in Table 26-9: 

 
Table 26-9 

Fund Classifications and Codes 
Classification Code Type Code 

(1) Governmental Funds 10-19  General Fund 11 
  Special Revenue Funds 12 
  Debt Service Funds 13 
  Capital Projects Fund 14 
(2) Propriety Funds 20-29 Enterprise Funds 21 
  Internal Service Funds 22 
(3) Fiduciary Funds 30-34 Trust funds  
   ►Non-Expendable Trust 31 
   ►Expendable Trust 32 
 35-49 Agency Funds  
   ►Payroll Clearing 38 
   ►Accounts Payable Clearing 39 
   ►Other Agency 40 
(4) Account Groups 80-89 General Fixed Assets 88 
  General Long-Term Debt 89 

 
 
 
Dimension Number 1- Fund Type and Account Group 
 

The Accounting System Components for Alabama now have introduced their first 
dimension, the Fund Type and Account Group as seen in Table 26-10. The further 
development of the Accounting System will describe and discuss the application of the 
remaining eight (8) dimensions of the nine (9) dimension accounting system.  The 
system can be viewed in the following table, which will be progressively updated with 
additional dimensions as they are presented in this document. 

 
 

Table 26-10 
Dimensions of Accounting System  - 1 

1         
Fund/ 

Account 
Group 

        

XX         
Categories         

4         
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As seen above, the first dimension has a two digit code with four categories of 
possibilities. 
 

 
 

2.  Account Type.  This one (1) digit component is used to designate the five (5) major 
account types used in an automated accounting system.  Its use allows for a greater 
range of numbers and detail in the revenue and expenditure account codes. 
 
 The Account Type is used to define a descriptive heading under which are 
recorded financial transactions that are similar in terms of a given frame of reference.  
As was stipulated in the beginning of this document, there are three major types of 
financial activity: 
 

►Revenues and Other Sources of Funds 
►Expenditures and Other Uses of Funds 
►Transactions Affecting the Balance Sheet Only 
 

The transactions affecting the balance sheet were determined to be of three basic types 
in the stipulation of the minimum chart of accounts.  These were the following: 
 

►Assets 
►Liabilities 
►Fund Equity 
 

Therefore, the Account Type Dimension has five categories as seen in Table 26-11 
(Note the order in which code numbers appear; they are opposite or the order above). 

Table 26-11 
Account Type Codes 

Assets Liabilities Fund Equity Revenues Expenditures 
Code 1 Code 2 Code 3 Code 4 Code 5 

 
Dimension 2 – Account Type Codes 
 

With the adding of the Account Type Codes, the second dimension has been 
applied.  This code consists of one (1) digit as seen in Table 26-12.  The further 
development of the Accounting System will describe and discuss the application of the 
remaining seven (7) dimensions of the nine (9) dimension accounting system.  The 
system can be viewed in the following table, which will be progressively updated with 
additional dimensions as they are presented in this document. 
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Table 26-12 
Dimensions of Accounting System  - 2 

1 2        
Fund/ 

Account 
Group 

Account 
Type        

XX X        
Categories Categories        

4 5        
 
 
3.  Account Code.  The next dimension in the Accounting System is the Account Code.  
This dimension is more complicated and will require further explanation.  The account 
code component is used to designate balance sheet (assets, liabilities, and fund equity), 
revenue and expenditure accounts. 
 

Each of the five types of accounts described above have an accompanying four 
(4) digit account code to further identify the specific financial activity.  The types of 
account code categories for the Account Code dimension are found in the following 
Table 26-13: 
 

Table 26-13 
Account Code Categories 

Balance Sheet 
Code 0100-0399 

Revenues 
Code 1000-9999 

Expenditures 
Code 1000-9999 

(1) Assets (1) State Sources (1) Instructional Services 
(2) Liabilities (2) Federal Sources (2) Instructional Support Services 
(3) Fund Equity (3) Local Sources (3) Operation & Maintenance Services 
 (4) Other Sources (4) Auxiliary Services 
 (5) Other Financing Sources (5) General Administrative Services 
  (6) Capital Outlay 
  (7) Debt Services 
  (8) Other Expenditures 
  (9) Other Fund Uses 

 
 

The code structure for Balance Sheets looks very straightforward in Table 26-14: 
Table 26-14 

Balance Sheet Account Codes 
Balance Sheet Category Balance Sheet Code Ranges 

(1) Assets 0100-0199 
(2) Liabilities 0200-0299 
(3) Fund Equity 0300-0399 

 
 However, the fact that the codes for Revenues and Expenditures have the same 

numeric values may lead to some confusion.  Consider that the meaning or definition of 
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the code number is determined by the Account Type specified in Dimension 2.  When 
Account Type Code 4 for Revenues has been entered, the accounting system 
attaches the definition of revenues sources to the account code range entered.  The 
Source of Revenue is obvious, generally government tax revenues from state, federal, 
and local sources. 

 
When, however, Account Type Code 5 for Expenditures has been entered, the 

accounting system attaches the definition of expenditures by function to the account 
code range entered.  Expenditures by function means the action a person takes or the 
purpose for which a thing exists or is used.  Function includes the activities or actions, 
which are performed to accomplish the objectives of an enterprise (four digits). 
Expenditure by Function describes the purpose of the expenditure. It refers to an 
expenditure activity or service area aimed at accomplishing a certain purpose or end.    It 
is an essential component of reporting to the National Center for Education Statistics and 
is used to compare the expenditure patterns of the 50 states’ school systems to each 
other.  The difference between Revenue and Expenditure Codes is further displayed in the 
following tables that display the codes that will be used by the sub-category of each 
category of dimension 3, account codes in Table 26-15: 

 
Table 26-15 

Revenue Account Codes 
Revenue Source Category  Revenue Code Range 

(1) State Sources 1000-2999 
(2) Federal Sources 3000-5999 
(3) Local Sources 6000-7999 
(4) Other Sources 8000-8999 
(5) Other Financing Sources 9000-9997 

 
The category of revenues by the source of the revenues, predominately taxes, and the 
type of tax or the federal programs allocating revenues to LEAs is a relatively simple 
task.  Expenditures are more complex.  

 
Expenditure Accounts 

 
 Expenditures are the cost of doing business in a school system.  Expenditures 
are described as the cost of goods acquired or the cost of services secured, whether 
paid of unpaid, and include expenses, provisions for retirement of debt not reported as a 
liability of the fund from which retired, and capital outlays.  Budgeting consists of 
planning the expenditures which the district expects to make along with the revenues it 
anticipates receiving during the upcoming school year.  Expenditure structure is more 
complex than revenue for good reasons.  While revenue sources fit into five categories, 
expenditures can be broken into many classifications.  Expenditures in every state are 
classified in a program budgeting format.  This means that that are identified by fund, 
program, function, and object.  This takes the description of the expenditure from the 
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most general to the most specific.  The issue here is expenditure by function and is 
categorized in the following Table 26-16: 
 

Table 26-16 
Expenditure Account Codes by Function 

Expenditure Categories Function Code Range 
(1) Instructional Services 1000-1999 
(2) Instructional Support Services 2000-2999 
(3) Operation & Maintenance Services 3000-3999 
(4) Auxiliary Services 4000-4999 
(5) General Administrative Services 6000-6999 
(6) Capital Outlay 7000-7999 
(7) Debt Service 8000-8999 
(8) Other Expenditures 9000-9899 
(9) Other Fund Uses 9900-9999 

 
The addition of this third dimension represents perhaps one of the most important in the 
accounting structure coding process to yield useful reports from the accounting system. 
 
Dimension 3 – Account Codes 
 

With the adding of the Account Codes, the third dimension has been applied.  
This code consists of four (4) digits.  The further development of the Accounting System 
will describe and discuss the application of the remaining six (6) dimensions of the nine 
(9) dimension accounting system.  The system can be viewed in the following Table 26-
17, which will be progressively updated with additional dimensions as they are 
presented in this document. 
 

Table 26-17 
Dimensions of Accounting System - 3 

1 2 3       
Fund/ 

Account 
Group 

Account 
Type 

Account 
Code 

      

XX X XXXX       
Categories Categories Categories       

4 5 3,5,9       
 
 

4.  Object of Expenditure.  The object of expenditure component is used to classify in 
detail the services or commodities bought from the financial resources in the fund 
source from which the expenditure is being made.  The characterization of an 
expenditure by the Object of Expenditure for the final purpose for which expenditures 
are made.  This term refers to the service or commodity obtained as the result of a specific 
expenditure.  
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Objects of Expenditure are required to be used with the Function of Expenditure 

Code found in Dimension 3 when recording expenditure transactions.  The category is 
utilized only when the financial transaction is an expenditure that is being accounted for 
and is a three (3) digit code.   Objects of expenditure are divided into major categories that 
are found in the following Table 26-18: 
 

Table 26-18 
Object of Expenditure Account Codes 

Categories of Objects of Expenditure Object Account Code Range 
(1) Personal Services 001-199 
(2) Employee Benefits 200-299 
(3) Purchased Services 300-399 
(4) Materials and Supplies 400-499 
(5) Capital Outlay 500-599 
(6) Other Objects 600-899 
(7) Other Fund Uses 900-997 

 
 
Dimension 4 – Object of Expenditure Codes 
 
`With the adding of the Object of Expenditure Codes, the fourth dimension has been 
applied.  This code consists of three (3) digits.  The further development of the 
Accounting System will describe and discuss the application of the remaining five (5) 
dimensions of the nine (9) dimension accounting system.  The system can be viewed in 
the following Table 26-19, which will be progressively updated with additional 
dimensions as they are presented in this document. 
 
 

Table 26-19 
Dimensions of Accounting System  - 4 

1 2 3 4      
Fund/ 

Account 
Group 

Account 
Type 

Account 
Code 

Object of 
Expend-

iture 

     

XX X XXXX XXX      
Categories Categories Categories Categories      

4 5 3,5,9 7      
 
 
5.  Cost Center.  A cost center is a budgetary or operational unit to be used in routing 
financial resources and segregating expenditures.  This dimension is a useful way of 
classifying expenditures or operational unit which is known as a cost center.  This 
dimension categorizes school system expenditures by school system.  It can be used to 
collect and report expenditures by school building or other designated site.  The cost 
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center component in Table 26-20 is used in the accounting system to identify specific 
units for budgeting revenue and expenditures, accumulating transactions, and 
identifying financial resources designated for a particular unit.   
 

Table 26-20 
Cost Center Component Codes 

Cost Center Categories Cost Center Code Range 
(1) No Cost Center Required 0000 
(2) Non-School Sites (Special Population) 0001 
(3) School Sites 0002-5000 
(4) Vocational Centers 6000-6999 
(5) Cost Center Pools 8000-8999 
(6) Non-Regular Instructional Cost Centers 9000-9997 

 
The Cost Center Code allows accountability for budgeting and expenditure 

control.  Since the Foundation Program identifies school building sites or cost centers in 
its calculation of cost to be reimbursed cost centers, it only makes logical sense to 
record budgets and expenditures by cost center.  Therefore, all expenditures are 
required for all expenditure transactions.  As expenditure transactions are recorded, 
they should be direct charged to the applicable school site or vocational cost center.  
Expenditures which are not charged to a specific site should be charged to a cost center 
pool.  Cost center codes must be used with revenue accounts only when budgeting is 
required for a revenue being restricted for a designated school site. 

 
Dimension 5 – Cost Center Codes 
 

 With the adding of the Cost Center Codes, the fifth dimension has been applied.  
This code consists of four (4) digits.  The further development of the Accounting System 
will describe and discuss the application of the remaining four (4) dimensions of the nine 
(9) dimension accounting system.  The system can be viewed in the following Table 26-
21, which will be progressively updated with additional dimensions as they are 
presented in this document.  

 
Table 26-21 

Dimensions of Accounting System  - 5 
1 2 3 4 5     

Fund/ 
Account 
Group 

Account 
Type 

Account 
Code 

Object of 
Expend-

iture 

Cost 
Center 

    

XX X XXXX XXX XXXX     
Categories Categories Categories Categories Categories     

4 5 3,5,9 7 6     
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6.  Fund Source.  A fund source is a fiscal and accounting entity with a self-balancing 
set of accounts recording financial resources, related liabilities, fund equity, and 
changes caused by the receipt of revenues and the expenditure of funds.   This Fund 
Source Dimension is used to determine the source of revenues for expenditures.  
Remember that when the Account Code Dimension was used for Revenues, then a 
code structure for revenues was entered.  However, this information was not available 
when the Account Code Dimension was coded for an expenditure.  Therefore, the 
addition of another dimension in Table 26-22 insures the recording of the source of 
revenues for an expenditure.  
 

The Fund Source Codes are the same as the Revenue Account Codes. 
 

Table 26-22 
Fund Source Codes 

Revenue Source Category  Revenue Code Range 
(1) State Sources 1000-2999 
(2) Federal Sources 3000-5999 
(3) Local Sources 6000-7999 
(4) Other Sources 8000-8999 
(5) Other Financing Sources 9000-9997 

 
Dimension 6 – Fund Source Codes 
 

With the adding of the Fund Source Codes, the sixth dimension has been 
applied.  This code consists of three (3) digits.  The further development of the 
Accounting System will describe and discuss the application of the remaining three (3) 
dimensions of the nine (9) dimension accounting system.  The system can be viewed in 
the following Table 26-23, which will be progressively updated with additional 
dimensions as they are presented in this document. 

 
 

Table 26-23 
Dimensions of Accounting System  - 6 

1 2 3 4 5 6    
Fund/ 

Account 
Group 

Account 
Type 

Account 
Code 

Object of 
Expend-

iture 

Cost 
Center 

Fund 
Source 

   

XX X XXXX XXX XXXX XXXX    
Categories Categories Categories Categories Categories Categories    

4 5 3,5,9 7 6 5    
 
 
7.  Appropriation Year Component.  The appropriation year component is used to 
assist with processing activities that are to be routed to specific funding years.  
Appropriation Year Codes are the seventh dimension used in conjunction with the fund 
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source to identify the appropriation year, grant year, and (or) fiscal year to which the 
account or transaction is to be reported.  The primary objective of this code is to provide 
a means of reporting state and federal grants by appropriation year.   
 

This is especially valuable when multiple appropriation and grant year 
transactions occur within the same fiscal year.  All balance sheet, revenue, and 
expenditure transactions must reference the appropriate fund source and fiscal year 
code.  The majority of accounting transactions will record the current fiscal year 
appropriation year code.  However, special revenue fund transactions in which most 
federal grant programs are maintained must sue the appropriate grant year code is the 
transaction relates to a carryover or prior year appropriation.  These follow in Table 26-
4 below: 
 

Table 26-4 
Appropriation Year Codes 
Appropriation Year Code 

(1) Current Year Appropriations 0 
(2) LEA Carryover Appropriations 1 
(3) July – September (Federal) Appropriations 2 
(4) Prior Year State Appropriation Encumbrances 9 

 
Dimension 7 – Appropriation Year Codes 
 

With the adding of the Appropriation Year Codes, the seventh dimension has 
been applied.  This code consists of one (1) digit.  The further development of the 
Accounting System will describe and discuss the application of the remaining two (2) 
dimensions of the nine (9) dimension accounting system.  The system can be viewed in 
the following Table 26-24 which will be progressively updated with additional 
dimensions as they are presented in this document. 
 

Table 26-24 
Dimensions of Accounting System  - 7 

1 2 3 4 5 6 7   
Fund/ 

Account 
Group 

Account 
Type 

Account 
Code 

Object of 
Expend-

iture 

Cost 
Center 

Fund 
Source 

Appro-
priation 

Year 

  

XX X XXXX XXX XXXX XXXX X   
Categories Categories Categories Categories Categories Categories Categories   

4 5 3,5,9 7 6 5 4   
 
 
8.  Program Component.  A program is a plan of activities and procedures designed to 
accomplish a predetermined objective or set of objectives.  The use of this component 
allows certain support service cost to both the program and the function of expenditure 
to be classified concurrently.  Thus the eighth dimension is the Program Component 
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Code.  As was true in the case of the Object of Expenditure Code, when the Account 
Code is a Revenue Code, then no Program Code is required. Obviously, it is impossible 
to assign a Revenue Code to a Program of Expenditure Category.  
 

The Program of Expenditure is the broadest categorization of expenditures 
whereas the Object of Expenditure was the most specific.  A program is a plan of 
activities and procedures designed to accomplish a predetermined objective or set of 
objectives.  The Program Code Component allows LEAs to charge program costs, 
instructional and support, directly to the benefiting program.  For example, special 
education transportation cots are recorded directly to the Special Education Program.  
For “Regular Education” Programs, this component allows for costs to be recorded by 
grade level or subject area by a four (4) digit code.  Table 26-25 below lists the 
categories and codes: 
 

Table 26-25 
Program Component Codes 

Program Component Categories Program Component Code 
Ranges 

(1) No Program Code Required 0000 
(2) Instructional Programs 1000-7999 

 Regular Education Programs 1000-1999 
 Special Education Programs 2000-2999 
 Vocational/Technical Education Programs  3000-3999 
 Non-Regular Day School Instructional Programs. 4000-5999 

(3) Program Pools 8000-8999 
(4) Non-Instructional Programs  9000-9997 

 
Dimension 8 – Program Codes 
 

With the adding of the Program Codes, the eighth dimension has been applied.  
This code consists of four (4) digits.  The further development of the Accounting System 
will describe and discuss the application of the remaining one(21 dimensions of the nine 
(9) dimension accounting system.  The system can be viewed in the following Table 26, 
which will be progressively updated with additional dimensions as they are presented in 
this document. 

 
Table 26 

Dimensions of Accounting System - 8 
1 2 3 4 5 6 7 8  

Fund/ 
Account 
Group 

Account 
Type 

Account 
Code 

Object of 
Expend-

iture 

Cost 
Center 

Fund 
Source 

Appro-
priation 

Year 

Program  

XX X XXXX XXX XXXX XXXX X XXXX  
Categories Categories Categories Categories Categories Categories Categories Categories  

4 5 3,5,9 7 6 5 4 4  
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9.  Special Use Component.  The special use component can be used to obtain a 
greater breakdown of any other of the components used in the accounting entity.  It 
should be used only when restrictions on other components do not allow for their 
adaptation or modification.  The ninth and final dimension, the Special Use 
Component, is used in the reporting classification to provide specific identification not 
provided in other components and allow for a further breakdown or subdivision.  The 
following codes are provided in Table 26-27 below: 
 

Table 26-27 
Special Use Component Codes 

Special Use Component Categories Special Use Code 
Ranges 

(1) No Special Use Code Necessary 0000 
(2) State Department of Education Use 0001-0099 
 Classroom Instructional Support 0001-0019 
 Matching 0020-0049 
 State Special Use 0050-0099 

(3) Local School System Use 0100-9999 
 LEA’s Use 0100-6999 
 Local School Accounting Activity Codes 7000-7999 
 Interfund Receivable/Payable 8000-8999 
 Payroll Deduction Designators 9000-9999 

 
 
Dimension 9 –Special Use Codes 
 

With the adding of the Special Use Codes, the Ninth and final dimension has 
been applied.  This code consists of four (4) digits and is found in Table 26-28 below: 

 
Table 26-28 

Dimensions of Accounting System – 9 
1 2 3 4 5 6 7 8 9 

Fund/ 
Account 
Group 

Account 
Type 

Account 
Code 

Object of 
Expend-

iture 

Cost 
Center 

Fund 
Source 

Appro-
priation 

Year 

Program Special 
Use 

XX X XXXX XXX XXXX XXXX X XXXX XXXX 
Categories Categories Categories Categories Categories Categories Categories Categories Categories 

4 5 3,5,9 7 6 5 4 4 4 
 
 This completes the full complement of accounting codes used to fully record 
financial transactions according to the Alabama School Finance Accounting Manual.  
It should be very clear by now that the most rigorous component of the accounting 
system is the recording and reporting of expenditures.  While accurate recording of 
revenues is vitally important, these data can be obtained from primary sources for the 
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most part from which the revenues were generated.  The State Department can 
document the both the state and federal revenues received by LEAs.  For those federal 
funds not allocated by the SDE, other appropriate agencies can provide such data.  
Local revenues will originate with county revenue commissioners, county commissions, 
or municipal boards that have their own governmental accounting standards to follow 
and audits to be prepared.  With the exception of other local revenues, the revenues 
can be fully documented by other governmental entities than the LEA. 
 

Reporting by Expenditures 
 
 The situation with expenditures is entirely different.  Since expenditures are 
budgeted and paid fully with the direction, oversight, and accounting of LEAs, they are 
the only source of such information.  This and the need for accountability with the 
taxpayers dollars makes the reporting of expenditures so very important.  Consider 
once again the detail to which the accounting system allows the documentation of 
expenditures: 
 
A.  Expenditure by Fund.  Expenditures are first classified as expenditure from a 

governmental fund, proprietary fund, fiduciary fund, or an account group.  The 
purpose of starting with the Fund is obvious; revenues are assigned to a fund on the 
expected basis of use in supporting some type of activity of the school system.  
Expenditures must therefore be assigned to the proper fund and the balance in the 
fund reduced. 

 
B. Expenditure by Program.  A further classifying of expenditures is classification by 

program.   A program is a plan of activities and procedures designed to accomplish 
a predetermined objective or set of objectives.  The following categories have been 
identified: 
1. Instructional Programs 
 a.  Regular Education Programs 
 b.  Special Education Programs 
 c.  Vocational/Technical Education Programs 
 d.  Non-Regular Day School Instructional Programs 
2. Program Pools 
3. Non-Instructional Programs 

 
C.  Expenditure by Function.  The function represents the purpose of the expenditure. 
It refers to an expenditure activity or service area aimed at accomplishing a certain 
purpose or end.   Generally, the financial activities of school systems are divided into 
major functions.  The following categories have been identified: 

1. Instructional Services 
2. Instructional Support Services 
3. Operation and Maintenance Services 
4. Auxiliary Services 
5. General Administrative Services 
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6. Capital Outlay – Real Property 
7. Debt Services – Long-Term 
8. Other Expenditures 

 
D.  Expenditure by Object.  Expenditures are finally classified by object, which is the final 
purpose for which expenditures are made.  This term refers to the service or commodity 
obtained as the result of a specific expenditure.  The following categories have been 
identified:   

1. Personal Services 
2. Employee Benefits 
3. Purchased Services 
4. Materials and Supplies 
5. Capital Outlay 
6. Other Objects 
7. Other Fund Uses 

 
 

Responsibilities for Account Coding 
 

Generally, the responsibility for the Dimensions for (1) Fund/Account Group, (2) 
Account Type, (3) Account Code, and (4) Object of Expenditure will be a responsibility of 
the Finance Officer of Custodian of Funds of the LEA as follows in Figure 26-1: 

 
Figure 26-1 

General Ledger and Special Reporting Codes 
 

1 2 3 4 
|- -| |-| |- - - -| |- - -| 

 
General Ledger Codes 

Primary Responsibility of Finance Officer 

 
 

 
5 6 7 8 9 

|- - - -| |- - - -| |-| |- - - -| |- - - -| 
Special Reporting Codes 

Primary Responsibility of Program Managers/Principals 
 
The further breaking down of expenditures will be the account coding responsibility of 
the program managers or principals at the cost center level.  In summary, completely 
recording a financial transaction involves the use of nine dimensions with digitized 
codes for each: 
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1 is Fund Type & Account Group (2 digits)  5 is Cost Center Code (4 digits) 
2 is Account Type (1 digit)  6 is Fund Source Code (4 digits) 
3 is Account Code (4 digits)  7 is Appropriation Year (1 digit) 
4 is Object Code (3 digits)  8 is Program Code (4 digits) 

  9 is Special Use Code (4 digits) 
 

Thus the total coding structure is thus 27 digits. 
 

 
GASB Statement 34 

 
What Is It and Where Did It Come From? 
 
 In June 1999, the GASB enacted sweeping changes in the way school districts 
report their finances to the public.  These sweeping changes are embodied in GASB 
Statement 34, Basic Financial Statements—and Management’s Discussion and 
Analysis—for State and Local Governments.  Statement 34 changes the format and 
contents of school system financial statements to better meet the intentions of GASB 
spelled out in its Concepts Statement No. 1, Objectives of Financial Reporting.  
Statement 34 applies to all state and local governments, including school systems, 
public colleges and universities, public hospitals and healthcare organizations, public 
museums and cultural institutions, libraries, public employee retirement systems, and so 
on. 
  
 When the GASB was established, it inherited several outstanding research 
issues from the  National Council on Governmental Accounting (NCGA).  None was 
more ambitious and wide-ranging than the project to revise the design school districts 
follow when reporting their finances publicly.  The project that culminated in Statement 
34 spanned the entirety of the GASB’s then 15 year existence. 
 

In June 1999, the GASB issued Statement No. 34, Basic Financial Statements - 
and Management’s Discussion and Analysis - for State and Local Governments. This 
Statement will affect how the financial statements / audits are presented for political 
subdivisions. Paragraph 143 of Statement 34 sets forth a three-phase implementation 
schedule for the new financial statements, based on a government’s total annual 
revenues.  The following implementation schedule in Table 26-29 is based on the 
political subdivisions total revenue for the fiscal year ending June 30, 1999.   
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Table 26-29 
GASB Statement 34 Implementation Schedule 

Total Revenues All Provisions of GASB 34 
Except for Retroactive 

Reporting of Infrastructure 
Assets 

Retroactive Reporting of 
Infrastructure Assets 

$100 Million or More Starting fiscal years ending June 
30, 2002 

Starting fiscal years ending June 30, 
2006 

$10 Million to $100 
Million 

Starting fiscal years ending June 
30, 2003 

Starting fiscal years ending June 30, 
2007 

Less than $10 Million Starting fiscal years ending June 
30, 2004 

Retroactive Reporting of 
Infrastructure Assets Not Required 

 
 The numerical designation for the fiscal year comes from the calendar year in 
which it ends.  For the federal government fiscal year and for the State of Alabama 
fiscal year, the fiscal year ends on September 30.  GASB has encouraged early 
implementation of all of Statement 34.  In general, these changes are required minimum 
accounting standards.  This will mean significant changes in local school boards’ audit 
reports, beginning for some boards as early as this year. And, while actual accounting 
systems won’t change, the new reports will include some previously omitted 
expenditures that will cause most school boards to look financially over-extended. 
 

GASB Statement 34 rules are designed to give the public, bond buyers and other 
interested parties a clearer, more realistic and easier to understand report on what it 
costs governmental bodies, including school boards, to do business.   These rules 
school boards and their auditors to begin releasing information about their financial 
health using financial statements that show all assets, liabilities and revenues when 
they only actually when they occur, the full accrual method. The change means school 
boards that incur debts at the start of each school year (in one fiscal year) for which 
they will eventually receive state funding (in the next fiscal year), will likely – at least on 
paper – appear to be in the red on their financial statements.   

The problem occurs largely because Alabama is one of only two states with an 
October-September fiscal year, instead of a July-June year. Thus, school boards must 
split each school year’s expenses between two different fiscal years. Further, in order to 
pay teachers (and others who work less than 12 months a year) in 12 paychecks 
instead of nine, a portion of their pay each month is “escrowed” to pay them in the 
summer months. But under the new full accrual reporting method, the portion of the 
salaries that are escrowed in August and September will show as a debt.  The earlier 
your school system resumes classes each fall, the bigger the debt will appear on your 
audit statement.  
  State examiners do plan to include notes with school board audits explaining that 
the boards will receive the revenues to cover the accrued and escrowed salaries in the 
next fiscal year. In addition to the new rules on accrual issues, GASB will require school 
systems to include in their audits financial statements showing their long-term debt, 
depreciation of equipment and capital assets. Although most school boards have more 
in fixed assets (like buildings and equipment), financial statements for those that are 
growing rapidly and have long-term financing of multiple building projects likely will 
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show deficits here too.  GASB 34 does have some redeeming qualities, however. It will 
require school systems to include in their audit reports a management discussion and 
analysis that highlights and interprets changes in the budget from year to year. 
Specifically, the analysis must include: 

►A comparison of current year and prior year results, with explanations of any 
significant changes; 

►A comparison of the year’s original budget, final budget and actual revenues 
and expenditures, again with explanations of the changes; and 

►A discussion of any other relevant situations or issues that have or will have a 
significant impact on the school system’s financial position. 

This discussion and analysis, which likely will be written by superintendents and their 
staffs, is expected to give school boards and the public a more detailed understanding 
of the factors that impacted the previous year’s budget.  It is unclear if the discussion 
and analysis will require school board approval.  The GASB changes are being phased 
in starting with the current fiscal year for school boards that had total revenues of $100 
million or more in FY ’99 when GASB announced the changes. That means only seven 
boards – Baldwin County, Birmingham, Huntsville, Jefferson County, Mobile County, 
Montgomery County and Shelby County – will be required to comply when the current 
fiscal year is audited. Most other boards – those that had revenues between $10 million 
and $100 million in FY ’99 – will be folded in next year. The remaining boards will be 
covered beginning in FY ’04.   However, State auditors will begin using the full accrual 
financial statements – with the resulting deficits – in audits being conducted now for the 
2001 fiscal year. 

In addition to switching to the full accrual method as the basis of accounting, 
changes will also occur in fund classification.  Some of the changes in reporting by fund 
follow.  The four classifications of funds are previously discussed would now be divided 
into the following fund types: 

 
►Governmental Funds 
1.  General Fund 
2.  Special Revenue Funds 
3.  Capital Projects Funds 
4.  Debt Service Funds 
5.  Permanent Funds (GASB Statement 34) 
 
►Proprietary Funds 
6.  Enterprise Funds 
7.  Internal Service Funds 
 
►Fiduciary Funds 
8. Trust and Agency Funds (this fund type is eliminated when GASB 

Statement 34 is Implemented)  
8.  Pension Trust Funds 
9.  Private-Purpose Trust Funds (GASB Statement 34) 
10.  Agency Funds 
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►Account Groups 
11.  General Fixed Assets 
12.  General Long-Term Debt 

 
 

In the case of Governmental Funds, these are the funds through which most 
LEA functions are typically financed. The reporting focus of these funds is upon 
determining financial position rather than net income.  A new category is created 
when GASB Statement 34 is implemented entitled Permanent Funds.  This 
governmental fund type was introduced as part of the governmental financial reporting 
model established by GASB Statement No. 34. 
 

In the case of Fiduciary Funds, these are the funds used to account for assets 
that benefit individuals, private organizations, or other governments (GASB 
Statement 34) which are held by an LEA as trustee or agent. Each trust fund is treated 
for accounting measurement purposes in a manner similar to either a governmental 
fund or a proprietary fund. Expendable trust funds (eliminated when GASB Statement 
34 is implemented) (Permanent Funds (GASB Statement 34) are accounted for in 
essentially the same manner as governmental funds. Nonexpendable trust funds 
(eliminated when GASB Statement 34 is implemented) and pension trust funds are 
accounted for in essentially the same manner as proprietary funds. Agency funds are 
purely custodial (assets equal liabilities) and thus do not involve measurements of 
results of operations. 

 
GASB's objective in developing the new reporting model was to  improve 

governments' accountability in financial reporting and provide additional information for 
decision-making. The new model includes a focus on medium- to long-term operational 
accountability in addition to the traditional focus on current-year fiscal accountability. In 
the course of generating the new financial reporting requirements, GASB's due process 
procedures garnered valuable suggestions that weighed heavily on GASB's decisions.  

 
RSI + BFS + RSI = GAAP 

 
Under the new reporting model, governments will issue annual basic financial 
statements (BFS) preceded and followed by required supplementary information 
(RSI). This information replaces the general purpose financial statements currently 
required.  

 
Management's Discussion and Analysis (MD&A) 
 

This is now defined as Required Supplemental Information (RSI).  GASB 
Statement No. 34 provides that MD&A "should provide an objective and easily readable 
analysis of the government's financial activities" based upon facts, decisions, or 
conditions known to management as of the auditor's report date. MD&A should focus on 
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the primary government, though comments on individual discrete component units may 
be included when appropriate. MD&A should emphasize current-year activities but 
include prior-year comparisons when relevant.   Statement No. 34 establishes certain 
minimum content requirements for MD&A while encouraging flexibility in its preparation. 
Briefly, these requirements include the following:  
 

►A description of the basic financial statements and the relationship of the 
government-wide financial statements to the fund financial statements. The 
discussion should assist readers to understand whether measurements and 
results presented in the fund financial statements reinforce the information in the 
government-wide statements or provide additional information.  
 
►Comparative condensed financial information derived from the government-
wide financial statements.  
 
►Explanations for significant improvement or deterioration in financial position 
and results of operations from the prior year, addressing both governmental and 
business-type activities.  
 
►Analysis of significant changes in balances and transactions of individual 
funds.  
 
►Analysis of significant differences between 1) the original and final budget 
amounts and 2) the final budget amounts and actual budgetary results, for the 
general fund. 
  
►Descriptions of capital asset and long-term debt activities taking place during 
the year.  

 
SUMMARY 

 
The following statements summarize the accounting principles and standards of 

reporting which have been discussed in the preceding  material. 
 

1. A balance sheet shows the financial position at a given date. 
2. An operating statement shows the changes in financial position and results 

of operations during a period ending on the balance sheet date. 
3. The things a district owns are called assets. 
4. The amounts a district owes are called liabilities. 
5. The excess of assets over liabilities is called equity or fund balance. 
6.  Receipts are increases in cash. 
7. Disbursements are decreases in cash. 
8. Increases in assets or decreases in liabilities which result in an increase in 

fund balance are called revenue. 
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9. Decreases in assets or increases in liabilities which result in a decrease in 
fund balance are called expenditures. 

10. Increases and decreases in equity are called revenues and expenses, 
respectively. 

11.  Fund accounting is used by LEAs to permit accounting separately for 
resources affected by different types of spending restrictions and/or 
accounting principles. 

12. Debits are entries to the left side of the account. 
13. Credits are entries to the right side of the account. 
14.  Assets normally have debit balances; therefore –  
  debits increase assets 
  credits decrease assets 
15. Liabilities and fund balances normally have credit balances; therefore –

debits decrease liabilities and fund balances credits increase liabilities and 
fund balances. 

16.  The original entry of a financial transaction in the records is made in a 
journal. 

17. From the journal, transactions are posted to accounts in the ledgers. 
18. A set of account records is called a ledger. 
19.  A trial balance is a listing of account titles, account numbers, and balances 

for the purpose of determining whether the accounts are in balance - 
whether the total of all debit account balances equals the total of all credit 
account balances. 

20. Generally accepted accounting principles (GAAP) are standards for 
accounting and reporting. GAAP applicable to governmental organizations 
are published by the National Council on Governmental Accounting 
(NCGA). 

21. The basis of accounting refers to the point in time at which transactions are 
recognized in the accounting system. 

22. In cash basis accounting, financial transactions are recognized only when 
cash is taken in or paid out. 

23.  In accrual basis accounting, revenues are recognized when they are earned 
and expenditures are recognized when goods are consumed or services 
rendered. The accrual basis is used for proprietary type funds. 

24. The modified accrual basis of accounting is used for governmental type 
funds. On this basis, revenues are recognized when they are available and 
measurable and expenses are recognized when a liability is incurred. 

25.  Revenue and other financing sources accounts appear in the operating 
statement prepared at the close of the fiscal year. 

 
Glossary - List of Acronyms 

 
AICPA - American Institute of Certified Public Accountants 
ASLGU - AICPA's Audit and Accounting Guide Audits of State and Local Governmental 

Units 
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CAFR - Comprehensive Annual Financial Report 
CART - Committee-Appointed Review Team 
CFDA - Catalogue of Federal Domestic Assistance 
CPA - Certified public accountant 
EDP - Electronic data processing 
FASB - Financial Accounting Standards Board 
FFA - Federal financial assistance 
GAAP - Generally accepted accounting principles 
GAAS - Generally accepted auditing standards 
GAO - United States Government Accounting Office 
GAS - Government Auditing Standards 
GASB - Governmental Accounting Standards Board 
GFOA – Government Finance Officers Association 
GPFS - General purpose financial statements 
IBNR - Incurred but not reported 
NCGA – National Council on Governmental Accounting 
NSLP - National School Lunch Program 
OMB - United States Office of Management and Budget 
SAS - AICPA Statements on Auditing Standards 
SFAS - Statement on Financial Accounting Standards 
Supplementary Schedule - Supplementary Schedule of Federal Financial Assistance 
USDA - United States Department of Agriculture 
 
 
 

Appendices Which Follow 
 

26.  FUND ACCOUNTING 
 
Appendix 26-1   Accounting System Components:  Dimensions, Categories, 

and Codes 
 
Appendix 26-2   Fund Organization Chart 
 
Appendix 26-3  Accounting Entities of State and Local Governments 
 
Appendix 26-4 Revenue Accounts 
 
Appendix 26-5 Expenditure Accounts 
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Appendix 26-1 
Accounting System Components:  Dimensions, Categories, and Codes 

Dimension Dimension Dimension Dimension Dimension Dimension Dimension Dimension Dimension
Number 1 Number 2 Number 3 Number 4 Number 5 Number 6 Number 7 Number 8 Number 9

Fund/ Object  
Account Account Account of Cost Fund Appropriation Special
Group Type Code Expenditure Center Source Year Program Use

Digits Digits Digits Digits Digits Digits Digits Digits Digits
XX X XXXX XXX XXXX XXXX X XXXX XXXX

Categories: Categories: Categories: Categories: Categories: Categories: Categories: Categories: Categories:
A. Governmental:  A. Balance Sheet:

1. General A. Assets 1 Assets

2. Special Revenue B. Liabilities 2. Liabilities

3. Debt Service C. Fund Equity 3. Fund Equity

4. Capital Projects D. Revenues B. Revenues: If Revenues: Revenues:
B. Proprietary: 1. State Sources 0000 C. School Sites 1. State Sources

1.  Enterprise 2 .Federal Sources 2 .Federal Sources

2. Internal Service 3. Local Sources 3. Local Sources

C. Fiduciary: 4 .Other Sources 4. Other Sources

1. Trust 5. Other Financing 5. Other Financing

a. Non-Expendable E. Expenditures
C. Expenditures by 
Function: If Expenditures:

b. Expendable 1. Instructional Services 1. Personal Services

2. Agency
2. Instructional Support 
Services

2. Employee Benefits

a. Payroll Clearing
3. Operation & 
Maintenance

3. Purchased Services

b. Accounts Payable 4. Auxiliary Services 4. Materials & Supplies

c. Other Agency
5. General 
Administrative Services

5. Capital Outlay  

 6. Capital Outlay 6. Other Objects  

7. Debt Services 7. Other Fund Uses  If Revenues:

1. General Fixed Asset 8. Other Expenditures  0000
2. General Long-Term 
Debt

9. Other Fund Uses  
  

ACCOUNTING SYSTEM COMPONENTS

A. Current Year 
Appropriations

B. LEA Carryover 
Appropriations

C. July 1- September 
(Federal) 
Appropriations

A. No Program Code 
Required

B. Instructional 
Program:

1. Regular Education 
Programs

A. No Cost Center 
Required

Dimensions, Categories, and Codes

3. Vocational/    
Technical Education 
Programs

2. Special Education 
Programs

D. Vocational 
Centers

A. No Special Use 
Code Necessary

B. Non-School Sites

E. Cost Center Pools

B. State Department 
of Education Use

C. Local School 
System Use

D. Account Groups:

C. Program Pools

D. Non-Instructional 
Programs

D. Prior Year State 
Appropriation 
Encumbrances

F. Non-Regular 
Instructional Cost 
Centers 4. Non-Regular Day 

School Instructional 
Programs
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Appendix 26-2 
Fund Organization Chart 

7.        
Trust

Non-
Expendable 

Trust

Expendable 
Trust

Payroll 
Clearning

C.  Fiduciary Fund Types

A.  Governmental Fund Types

1.       
General

2.      
Special 

Revenue

3.     
Capital 

Projects

4.          
Debt 

Service

FUND ORGANIZATIONAL CHART

General 
Fixed 

Accounts

General 
Long-Term 

Debt

The Reporting LEA

8.       
Agency

D.  Account Groups

5.  
Enterprise

6.      
Internal 
Service

Accounts 
Payable 
Clearing

B.  Proprietary Fund Types
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Appendix 26-3 
Accounting Entities of State and Local Governments 

 
Accounting Entities of State and Local Governments   

 

 

    
 
Each Fund and Account Group is an independent accounting entity with a separate self-
balancing set of accounts.  Financial statements are prepared for each fund (individual 
fund statements), for all funds of each type (combining statements) and for the 
government reporting entity (combined statements).  

 
Agency Funds 

 

 
Pension Trust Funds 

 

 
Non-Expendable Trust 

Funds 
 

 
Expendable Trust Funds 

 
General Long Term Debt 

 
General Fixed Assets 

 

 
Internal Service Funds 

 
Enterprise Funds 

 

 
Debt Service Funds 

 
Capital Projects Funds 

 
Special Revenue Funds 

 
The General Fund 

GOVERNMENTAL 
FUNDS 

PROPRIETARY  
FUNDS 

NONFUND 
ACCOUNT GROUPS 

FUDICIARY  
FUNDS 

 

Categories of Funds and Account Groups: 
Types of Funds and Account Groups: 

GENERAL GOVERNMENT 
ACCOUNTING ENTITIES 
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Appendix 26-4 
Revenue Accounts 

1 2 3 4 5 6 7 8 9
Fund/ Object
Acct. Acct. Acct. of Cost Fund App. Spec.

Group Type Code Exp. Center Source Year Prog. Use
X = Number of Digits in Accounting System XX X XXXX 000 XXXX XXXX X 0000 XXXX

SAME

 

SAME
The Fund Type (4) and Account Groups (2) are used to record all related 
financial transactions.  Provides for a segregation of revenues & 
expenditures which are genally established in accordance with GAAP.

The Account Type Component is used to designate the five (5) major account 
types used in an automated accounting system -- Assets, Liabilities, Fund Equity, 
Revenues, and Expenditures

REVENUE ACCOUNTS

The Account Code Component is used to designate balance sheet (assets, liabilities, and 
fund equity), revenue, and expenditure accounts; identifies Source of Revenues for an 
Account Type 4 Revenue

Not used when Account Code is for Revenue, Code 4

The Cost Center Component is used to identify specific units for budgeting revenues and expenditures, 
accumulating transactions, and identifying financial resoruces designated for a particular center.  All school 
sites have assigned cost center numbers.

The Special Use Component is used when further breakdown is needed that is not provided in the other eight components.

The Appropriation Year Component is a one digit code used to identify the grant/appropration year that applies to the transaction.  
Current Year is "O," Federal carryover funds are "1," Federal programs July to September are "2," and encumbered state fund

Not used when Account Code is for Revenue, Code 4

The Funding Source Component is the component that is used to maintain fund accounting.  The fund source tells you 
where you are getting the funds to finance the expenditure.  Most fund sources have a identical revenue source.
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Appendix 26-5 
Expenditure Accounts 

1 2 3 4 5 6 7 8 9
Fund/ Object
Acct. Acct. Acct. of Cost Fund App. Spec.

Group Type Code Exp. Center Source Year Prog. Use
X = Number of Digits in Accounting System XX X XXXX XXX XXXX XXXX X XXXX XXXX

The Fund Type (4) and Account Groups (2) are used to record all related 
financial transactions.  Provides for a segregation of revenues/expenditures 
which are genally established in accordance with GAAP.

The Account Type Component is used to designate the five (5) major account types 
used in an automated accounting system -- Assets, Liabilities, Fund Equity, 
Revenues, and Expenditures

EXPENDITURE ACCOUNTS

The Account Code Component uses the Function of Expenditure code when the Account 
Type is a 5 for Expenditures  to identify the service performed or for which the material is 
required.  

The Object of Expenditure Component is used to classify in detail the services or commodities brought 
from the financial resources in the fund source from which the expenditure is being made.

The Cost Center Component is used to identify specific units for budgeting revenues and expenditures, 
accumulating transactions, and identifying financial resoruces designated for a particular center.  All school sites 
have assigned cost center numbers.

The Special Use Component is used when further breakdown is needed that is not provided in the other eight components.

The Appropriation Year Component is a one digit code used to identify the grant/appropration year that applies to the transaction.  
Current Year is "O," Federal carryover funds are "1," Federal programs July to September are "2," and encumbered state fund

The Program Code Component allows the charging of expenditures direct to be benefiting program, such as elementary, secdonary, 
vocational, or special education.  The Function Code tells what services you provided; the Program Code tells you who or what yo

The Funding Source Component is the component that is used to maintain fund accounting.  The fund source tells you 
where you are getting the funds to finance the expenditure.  Most fund sources have a corresponding revenue source.
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27.  GENERAL PURPOSE FINANCIAL STATEMENTS 
   
  There are several statutory provisions requiring the review of local school system 
actions by the State Superintendent of Education.  It is obvious that for the State to 
implement a statewide system of public schools that substantial uniformity must be 
imposed upon the financial operations and financial reporting by local boards of 
education.  This is a necessity for sound fiscal operation and for accountability to  
 

Review of Local Actions by State Board of Education 
 

The first statutory provision gives the State Board and State Superintendent of 
Education authority to review any action by a local board of education: 

 
The State Board of Education shall have the power and authority to promulgate rules 

and regulations governing the right and method of review and disposition upon review 
by the State Superintendent of Education of actions and orders of county and city 
boards of education and of county superintendents of education and city 
superintendents of schools in matters relating to finance and other matters seriously 
affecting educational interest (Code of Alabama 1975, Section 16-3-27). 

 
Review Of Action Of County And City Boards By State Superintendent 

 
Another statutory provision specifically gives the State Superintendent of 

Education authority to review financial matters of local boards of education: 
 

The State Superintendent of Education, under rules and regulations promulgated by the 
State Board of Education, shall have the authority to review actions and orders of 
county and city boards of education and of county superintendents of education and 
city superintendents of schools in matters relating to finance and other matters 
seriously affecting the educational interest. Upon such review the State 
Superintendent of Education shall have the power to determine from the facts the just 
and proper disposition of the matter. The order of the state superintendent shall be 
binding (Code of Alabama 1975, Section 16-4-8).   

 
County Boards of Education 

 
Annual Financial Report Required of County Boards of Education 
 

Further statutory requirements specifically place requirements on county boards 
of education for reports.  This is logical as when these laws were written, the county 
was seen as a direct arm of the state government and was fiscal agent for all city 
boards of education located in the county: 
 
The county superintendent of education shall, on or before the first day of November of 

each year, forward to the State Superintendent of Education on blanks to be 
furnished him by the latter an annual report of the public schools of his county for the 
preceding year. In the event any county superintendent shall fail to make and forward 
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to the State Superintendent of Education any report required under this chapter within 
10 days after the time it should be made, he shall be liable to impeachment, and the 
resolution of the State Board of Education duly adopted setting forth such failure shall 
be prima facie evidence of such fact. The books, accounts and vouchers of the 
county superintendent of education may be examined at any time by the State 
Superintendent of Education in person or by his duly authorized agent (Code of 
Alabama 1975, Section 16-9-31). 

 
County Board of Education Required to Publish Annual Report 
 
The county board of education shall publish annually in the month of October in the 

county newspaper at the county seat of each county a full and complete statement of 
the receipts by source and disbursements by function of the county for the 12 months' 
period ending September 30 in such form as is required by the State Superintendent 
of Education at the same time it forwards said statement to the State Superintendent 
of Education. The county board of education shall also publish annually in the county 
newspaper at the county seat of each county in the month of October, a statement of 
the outstanding indebtedness of the board of education on September 30, which 
statement must show the schedule by years for retiring said indebtedness and shall 
separate funded indebtedness from unfunded indebtedness, and the statement shall 
show the resources available to pay such unfunded indebtedness. The county board 
of education may also cause to be prepared and published annually in sufficient 
quantities for distribution among the citizens of the county a report covering the 
condition, current accomplishments and needs for the improvement of the schools. 
The refusal or negligent failure of any member of the county board of education to 
comply with the provisions of this section shall constitute a misdemeanor, and the 
State Superintendent of Education shall withhold the payment of public school funds 
until the provisions of this section have been complied with (Code of Alabama 1975, 
Section 16-8-37). 

 
Forms of Reports May Be Prescribed 
 
The county board of education shall prescribe, upon the recommendation of the county 

superintendent of education, forms and blanks on which school trustees, supervisors, 
attendance officers, principals, teachers, janitors and other regular employees shall 
make such reports as shall be required from them by the county board of education 
(Code of Alabama 1975, Section 16-8-38). 

 
Reports by County Board To State Board 
 
The county board of education shall make all the reports required to the State Board of 

Education at such time, upon such items and in such form and on such blanks as 
may be prescribed by the State Board of Education (Code of Alabama 1975, Section 
16-8-39). 

 
City Boards of Education 
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 Cities have a different relationship to the Constitution of Alabama and to state 
government than do counties.  There are a separate set of constitutional and statutory 
provisions governing the operation of cities distinct from those provided for counties.  
Therefore, separate code sections govern many of the operations of city boards of 
education distinct and apart from county boards of education. 
 
Forms For Reports 
 
The city board of education, subject to the provisions of this title, shall prescribe, on the 

recommendation of the city superintendent of schools, forms and blanks on which the 
superintendent, teachers, supervisors, attendance officers, janitors and other 
employees shall make such reports as may be required from them (Code of Alabama 
1975, Section 16-11-21 

 
Reports Of City Board To State Board Of Education; Audit Of Accounts 
 
The city board of education shall make all reports required by the State Board of 

Education at such time, and upon such items and in such form, and on such blanks 
as may be prescribed by the State Board of Education. The business and financial 
transactions of the city board of education and the records and accounts of its 
treasurer shall be kept in a manner approved by the State Superintendent of 
Education and shall be audited as early as possible after July first of each year, and 
may be published (Code of Alabama 1975, Section 16-11-22). 

 
Annual Report Published 
 
The city board of education shall publish annually in the month of October in a 

newspaper published in said city, if there is a newspaper published in said city, a full 
and complete statement of the receipts by source and disbursements by function of 
the city for the 12 months' period ending September 30, in such form as is required by 
the State Superintendent of Education at the same time it forwards said statement to 
the State Superintendent of Education. The city board of education shall also publish 
annually in a newspaper published in said city, if there is a newspaper published in 
said city, in the month of October, a statement of the outstanding indebtedness of the 
board of education on last September 30, which statement must show the schedule 
by years for retiring said indebtedness and shall separate funded indebtedness from 
unfunded indebtedness, and the statement shall show the resources available to pay 
such unfunded indebtedness. The city board of education may also cause to be 
prepared and published annually in sufficient quantities for distribution among the 
citizens of the county a report covering the condition, current accomplishments and 
needs for the improvement of the schools. The refusal or negligent failure of any 
member of the city board of education to comply with the provisions of this section 
shall constitute a misdemeanor, and the State Superintendent of Education shall 
withhold the payment of public school funds until the provisions of this section have 
been complied with (Code of Alabama 1975, Section 16-11-24). 

 
Financial Accountability 
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 As has been presented earlier, the accountability legislation approved by the 
1995 Legislature placed additional reporting requirements on all local boards of 
education. 
 
Assessing Financial Stability of Local Boards of Education 
 
In addition to providing quality instruction in classrooms, all local boards of education 

must be fiscally accountable. The local boards of education shall be required to 
provide annually financial documents, including but not limited to annual budgets and 
financial statements which are cost center based (school, area vocational/technical 
center), program based (regular education, special education, vocational education, 
etc.), and funding source based (local, state and federal). Just as local boards of 
education may be in need of assistance based on student achievement, they may 
also be in an unsound fiscal condition. The State Board of Education is directed to 
require, approve and audit budgets, financial statements, and other reports which 
may be deemed necessary to assess the financial stability of each local board of 
education. If a local board of education is determined to have submitted a fiscally 
unsound budget, the State Department of Education will provide assistance to 
complete and submit a revised budget. If during the assistance in preparing a revised 
budget the State Superintendent of Education determines that the local board of 
education is in an unsound fiscal position, a person or persons will be appointed by 
the State Superintendent of Education to advise the day-to-day financial operations of 
the local board of education. If after a reasonable period of time the State 
Superintendent of Education determines that the local board of education is still in an 
unsound fiscal condition, a request will be made to the State Board of Education for 
the direct control of the fiscal operation of the local board of education. Upon approval 
by the State Board of Education, the State Superintendent of Education will appoint 
an individual to be chief financial officer to manage the fiscal operation of the local 
board of education. The chief financial officer shall perform his or her duties in 
accordance with rules and regulations established by the State Board of Education in 
concert with applicable Alabama law. Persons appointed by the State Superintendent 
of Education to serve as chief financial officer to manage the fiscal operation of a 
local board of education shall be required to give bond with a surety company 
authorized to do business in Alabama and shall not be required to receive approval of 
the local superintendent to expend monies as provided in Sections 16-8-33 and 16-
11-6. The State Superintendent of Education shall have the authority to review 
decisions of the chief financial officer and the local board of education pursuant to 
Section 16-4-8 (Code of Alabama 1975, Section 16-6B-4). 
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Accountability Reports To The Public 
 
(a) The local board of education shall prepare an annual accountability report for each 

school and area vocational/technical center under its jurisdiction, and for itself, to be 
provided to the public under regulations promulgated by the State Board of 
Education. Such accountability reports shall include, but not be limited to, all of the 
following: 

(1) A Funding and Expenditure Report which shall include those documents specified in 
Section 16-6B-4 and which shall include the amount of foundation program funds or 
vocational/technical education funds, or both, earned and of all funds expended and 
any other data deemed necessary by the local board of education or the State Board 
of Education to inform the public about the financial status of each school. 

(2) A Student Achievement Report which shall include a comparison of the immediately 
previous school year with the previous five years regarding student performance on 
testing required by the State Board of Education, dropout rates, attendance rates, 
graduation rates, college attendance, and any other data deemed necessary by the 
local board of education or the State Board of Education to inform the public about 
student achievement in each school. 

(3) A School Safety and Discipline Report which shall include statistical information 
relating to student safety and discipline in each school and any other data deemed 
necessary by the local board of education or the State Board of Education to inform 
the public about safety and discipline in each school. 

(b) These reports shall be released to the media, presented to parent organizations, 
members of the Legislature who represent the schools covered in each report, and 
the State Superintendent of Education. These reports shall be made available to the 
public upon request on or before ninety (90) days after the end of the fiscal year 
(Code of Alabama 1975, Section 16-6B-7). 

 
Form of Financial Statements 

 
 Financial statements present summaries of relevant financial information and 
inform various individuals and groups about the financial status of the local school 
system.  The following generally comprise a general financial report.  A combined 
financial summary includes a separate column for each of the funds used in the school 
systems.  Financial statements can be prepared for a single fund.   A balance sheet is 
designed to summarize the assets, liabilities, and fund balances of a local school 
system at a particular time, often the end of a fiscal year.  A statement of changes in 
financial position identifies both the sources and uses of working capital (assets less 
liabilities) for a given time period.  In a Combined Statement of Revenues, 
Expenditures, and Fund Balances, there is a separate column for each fund and since 
one is an independent financial entity, the total amount across all funds for the same 
account is for information only.  The statement is for one fiscal year.  Therefore, the 
amounts shown are the totals in each account (revenues received or expenditures 
made) summarized for the entire year.  The excess of revenues over expenditures (or 
the excess of expenditures over revenues) is added to (or subtracted from ) the fund 
balance at the beginning of the fiscal year to calculate it at the end of the year. 
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In a Statement of Revenues, Expenditures and Changes in Fund Balance, there 
is only displayed a single fund and it compares the actual result of local school system 
operations with the budgeted amounts for a given time period.  The revenues which 
have been actually received are summarized and compared with the revenue 
projections on an account by account basis.  The overages mean that that more actual 
revenues were received than were originally budgeted.   Underages mean that fewer 
actual revenues were received than were originally budgeted.  This same comparison is 
done for expenditures.  In the case of expenditures overages represent actual 
expenditures greater than those budgeted and underages show accounts which have 
greater expenditures than were originally budgeted.  In a similar manner this type of 
report can be reported by any fiscal period, including by month. 
 
 There are three levels of differential financial reporting.  The first is the 
comprehensive annual financial report.  The second is the general purpose financial 
statement, and the third is the popular report.  These are seen in Figure 27-1 below: 
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Figure 27-1 
The Financial Reporting Pyramid 

 

 

Source:  National Council on Governmental Accounting’s Governmental Accounting and Financial 
Reporting Principles, Statement 1.  Published by the Municipal Finance Officers Association, Chicago, 
Illinois, March 1979. 
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 Government accounting requires the presentation of certain financial  statements 
to comport with GAAP guidelines.  These financial statements can be viewed in a 
financial reporting pyramid as shown above.  The pyramid  shown above has six 
reporting levels.  The most important is the second through the fourth levels since they 
are critical to understanding financial statements.  The pyramid begins on the bottom 
with the individual transactions taken from the accounting system and ends at the apex 
with highly aggregated summary data.  Between these two extremes are the combined, 
combining, and individual fund/account group financial statements.  The totality of these 
statements is The Comprehensive Annual Financial Report commonly referred to as 
CAFR.   The combination of these statements is the General Purpose Financial 
Statements commonly referred to as GPFS.  
 
 The base of the pyramid – Level 6 – is the sum of the financial operations or 
transactions that take place in a local school system’s accounting system.  The 
schedules described in Level 5 are not required by GAAP.  These supplementary 
schedules are normally found as the last section in the financial statements.  Such 
schedules are not necessary for fair presentation in conformity with GAAP unless 
referenced in the notes to the financial statements.  Schedules, however are 
appropriate to demonstrate compliance with legal or regulatory mandates, to provide 
additional detail to individual fund statements, or to present useful information normally 
not found in a financial statement. 
 
 Level 4 contains the several individual fund statements that are defined as 
financial statements which include only one individual fund.  As has been previously 
presented, these will be statements for the four types of Governmental Funds, the two 
types of Proprietary Funds, the three types of Fiduciary Funds, and the two types of 
Account Groups.   
 
 Level 3 contains combining statements which are columnar statements 
presented for each generic fund type.  In the combining statement, each of these 
individual funds is reported in a separate column followed by a total column.   
 
 Level 2 is an overview of the combined statements and is also known as the 
general purpose financial statements.  This level provides financial report users with a 
broad overview and perspective of the local school system’s financial positions and 
results of operations.   
 
 Level 1 is a totally optional report and is generally produced for relatively 
unsophisticated public consumption. 
 
 
 Producing the General Purpose Financial Statement for Alabama’s Schools 
requires the assembly of multiple exhibits.  These follow in Table 27-1: 
 
 
 

Table 27-1 
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Exhibit Title Fund and/or 

Account Groups 
F-I-A COMBINED BALANCE SHEET – ALL FUND TYPES 

AND ACCOUNT GROUPS 
General Fund 
Special Revenue Fund 
Debt Service Fund 
Capital Projects Fund 
Enterprise Funds 
Internal Service Funds 
Trust Funds 
Agency Funds 
Account Groups 

F-II-A COMBINED STATEMENT OF REVENUES, 
EXPENDITURES, AND CHANGES IN FUND BALANCES 
-– ALL GOVERNMENTAL FUND TYPES AND 
EXPENDABLE TRUST FUNDS 

General Fund 
Special Revenue Fund 
Debt Service Fund 
Capital Projects Fund 
Expendable Trust Funds 

F-III-A COMBINED STATEMENT OF REVENUES, 
EXPENDITURES, AND CHANGES IN FUND BALANCES 
– ALL GOVERNMENTAL FUND TYPES AND 
EXPENDABLE TRUST FUNDS—BUDGET AND 
ACTUAL 

General Fund – Variance 
Special Revenue Fund - 

Variance 

F-III-B COMBINED STATEMENT OF REVENUES, 
EXPENDITURES, AND CHANGES IN FUND BALANCES 
– ALL GOVERNMENTAL FUND TYPES AND 
EXPENDABLE TRUST FUNDS—BUDGET AND 
ACTUAL 

Debt Service Fund – 
Variance 
Capital Projects Funds – 

Variance 

F-III-C COMBINED STATEMENT OF REVENUES, 
EXPENDITURES, AND CHANGES IN FUND BALANCES 
– ALL GOVERNMENTAL FUND TYPES AND 
EXPENDABLE TRUST FUNDS—BUDGET AND 
ACTUAL 

Expendable Trust Funds – 
Variance 

Total Governmental Funds and 
Expendable Trust Funds - 
Variance 

F-IV-A COMBINED STATEMENT OF REVENUES, EXPENSES, 
AND CHANGES IN RETAINED EARNINGS/FUND 
BALANCES – ALL PROPRIETARY FUND TYPES AND 
NON-EXPENDABLE TRUST FUNDS 

Enterprise Funds 
Internal Service Funds 
Non-Expendable Trust Funds 

F-V-A COMBINED STATEMENT OF REVENUES, EXPENSES, 
AND CHANGES IN RETAINED EARNINGS/FUND 
BALANCES – ALL PROPRIETARY FUND TYPES AND 
NON-EXPENDABLE TRUST FUNDS 

Enterprise Funds – Variance 
Internal Service Funds - 

Variance 

F-V-B COMBINED STATEMENT OF REVENUES, EXPENSES, 
AND CHANGES IN RETAINED EARNINGS/FUND 
BALANCES – ALL PROPRIETARY FUND TYPES AND 
NON-EXPENDABLE TRUST FUNDS 

Non-Expendable Trust Funds – 
Variance 

Total Proprietary and Non-
Expendable Trust Funds – 
Variance 

F-VI-A COMBINED STATEMENT OF CASH FLOWS FOR ALL 
PROPRIETARY FUND TYPES AND NON-EXPENDABLE 
TRUST FUNDS 

Enterprise Funds 
Internal Service Funds 
Non-Expendable Trust Funds 
Total (memorandum) 

F-VI-B RECONCILIATION OF OPERATING INCOME TO NET 
CASH PROVIDED (USED) BY OPERATING ACTIVITIES 

Enterprise Funds 
Internal Service Funds 
Non-Expendable Trust Funds 
Total (memorandum) 
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Summary of Exhibits 
 

Combined Balance Sheet – All Fund Types and Account Groups  
 
 This statement is a summary of the assets and other debits, liabilities, and 
equities of all funds and account groups of the local school system.   
 
Combined Statement of Revenues, Expenditures, and Changes in Fund Balances 
– All Governmental Fund Types and Expendable Trust Funds  
 
 This statement is a summary of the operations and other equity changes of the 
general governmental funds and expendable trust funds.  The statement contains a 
separate column for each of the general governmental fund types maintained by the 
local school system.  The final number in each column should agree with the equity 
balance for that fund type as reported in the balance sheet. 
 
Combined Statement of Revenues, Expenditures, and Changes in Fund Balance --
- Budget and Actual – General and Special Revenue Fund Types  
 
 This statement is presented to display a comparison of the actual result with the 
budget.  With the exception of budget data, this statement contains the same captions 
and amounts as Example B.  The statements have three columns:  Budget, Actual, and 
Over/Under Budget.  This statement also includes budget and actual data for other 
governmental fund types for which budgets have been adopted.   
 
Combined Statement of Revenues, Expenses, and Changes in Fund Equity --  All 
Propriety Fund Types and Non-Expendable Trust Funds  
 
 This statement presents a summary of the revenues, expenses, other sources 
and uses of resources, and changes in retained earnings.  There is a column for each 
fund group representing the totals for all funds in that group.  The final numbers in each 
column should agree with the equity balances for that fund type as reported on the 
balance sheet in Combined Balance Sheet. 
 
Combined Statement of Changes in Financial Position – All Proprietary Fund 
Types and Non-Expendable Trust Funds  
 
 This statement discloses the working capital or cash provided from or used in the 
operations of a specific period.  It also provides a link between the balance sheet in 
Example A and the statement of Operations in Examples B & D for transactions that are 
not disclosed.  The elements of net increase (decrease) in working capital reflect 
changes in the current asset and current liability accounts during the reporting period.  
This statement could be considered as a statement of source and application of funds. 
 
 
 
Notes to Financial Statements  
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 A narrative statement of any information necessary to explain significant or 
unusual financial occurrences. 
 

Interim Financial and Personnel Reports 
 

 The production of accurate and timely General Purpose Financial Statements is 
both crucial and essential to the LEAs operation.  However, for proper financial 
management, it is also equally important for the Superintendent and Board to be 
provided with monthly statements of revenues and expenditures compared to those 
projected when the budget was approved.  It is also important to track personnel as this 
is the biggest cost element in the financial operations. 
 
Monthly Budget Status Report 
 

Each local school system should prepare a monthly budget status report for each 
fund. Each member of the school system board should be provided a copy at the 
board’s regular monthly meeting. The report contains the most current approved budget 
amounts by summary level accounts and the fund balance at the beginning and end of 
the period being analyzed.  As part of the budget status report, the superintendent or his 
designee should provide each member of the board of education with a brief written 
explanation of any significant deviations in revenue and expenditure projections that 
may affect the financial status of the district. 
 
Monthly Statement of Financial Condition 
 

Each local school system should prepare to provide the school board members 
with a monthly statement of financial condition. The statement of financial condition is a 
balance sheet showing the assets, liabilities, reserves, and equities for each fund type 
and account group. 
 
Monthly Personnel Budget Status Report 
 

Each local school system should prepare to provide the school board members a 
monthly personnel status report. This report should display the combined 
responsibilities of the district’s administrative staff for personnel management and 
budget control and shows the status of expenditures and commitments for salaries and 
wages. The report should also shows the number of certificated and classified positions 
planned in the budget and the amount of funds budgeted for those positions 
summarized by program and responsibility area. The number of positions filled and the 
amount of funds expended and encumbered in support of these positions should also 
shown in a manner that can be compared with budget. Any significant variance between 
budgeted positions and actual should be explained.  A local school board could use the 
personnel status report with a monthly budget status report and the statement of 
financial condition to manage the financial position of the district. 
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28.  AUDITS OF LOCAL BOARDS OF EDUCATION 
 

Introduction 
 
The State Board of Education has adopted the following audit requirements for 

Alabama school boards:  “Local boards of education are required to be audited in 
accordance with state laws, federal laws and regulations, and the audit standards 
issued by the State Department of Education (SDE).  The State Superintendent shall 
issue audit standards requiring a single audit of local school funds, federal funds, state 
funds, local funds, and other funds under the control of school officials.”  [Ala. Admin. 
Code r. 290-2-1-.01(4)(c)]. 
 

Alabama school boards receive federal financial assistance either directly from 
federal agencies or from pass-through entities.  The Alabama Department of Education 
serves as a pass-through agency for many of the federal revenues that flow to each 
Alabama school board.  Federal regulations require the SDE perform certain 
responsibilities for audits of Alabama school boards. 
 

The Office of Management and Budget (OMB) issued audit standards to meet 
the requirements of the Single Audit Act Amendments of 1996.  The federal regulations 
for the audits of Alabama school boards and the State Department of Education are 
contained in OMB Circular A-133 - Revised June 24, 1997.  This Circular rescinds the 
audit requirements for state and local governments previously contained in OMB 
Circular A-128.  The SDE is required to ensure that Alabama school boards meet the 
audit requirements of the revised OMB Circular A-133.  The audit standards in this 
manual contain the requirements to meet the SDE’s responsibilities for the audits of 
Alabama school boards.  School boards that receive federal financial assistance directly 
from federal agencies and other pass-through agencies may be subject to additional 
audit requirements by those agencies. 

 
As was discussed in the preceding section on financial statements, there are 

numerous statutory citations requiring a review of the financial operations of local 
boards of education.  It was noted there that there are separate and distinct provisions 
for audits of county boards of education and auditions of city boards of education given 
the distinct difference between counties as agents of the state and the separate 
authority given to the operation of municipalities.  Thus, the requirements for audits do 
differ, with county boards of education facing the additional statutory requirements 
placed upon counties in general by the Legislature.  In spite of these apparent 
differences which follow, the general requirements for audits stated above by the State 
Board of Education have the force and effect of law. 

 
Department of Examiners of Public Accounts 

  
 The Legislature created the Department of Examiners of Public Accounts in 1947 
and placed their reporting responsibility to the Legislature’s Committee on Public 
Accounts.  Today the Department operates under the direction of a committee of the 
State Legislature known as the Legislative Committee on Public Accounts.  The 
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Committee has 12 members.  Five members are elected by the House of 
Representatives from its membership and five members are elected from the Senate by 
its membership.  By law, the Lieutenant Governor is the Chairman of the committee and 
the Speaker of the House is the Vice-Chairman.  Once every seven years the 
Legislative Committee on Public Accounts appoints a Chief Examiner to manage and 
direct the Department of Examiners of Public Accounts. 
 
Responsibilities 
 
 The Department of Examiners of Public Accounts is empowered to audit the 
books, accounts, and records of all state and county offices, officers, bureaus, boards, 
commissions, corporations, departments, agencies and to report on expenditures, 
contracts, or other audit matters found to be in violation of law.  The Department has the 
authority to make audits of the accounts of all persons receiving or disbursing public 
funds.  The Department is empowered to conduct investigations as a result of audits 
and to assist other governmental officers such as the Attorney General, District 
Attorneys, and federal agencies, and to certify official acts and require the payment of 
amounts of monies and other resources due to the state, county, municipality, or other 
governmental units from various public officers, their employees, or agents.  
Administrative hearings are held in an effort to recover monies that are found due in 
audits.  If amounts due are not recovered, the audits are certified to the Attorney 
General or District Attorney and presented to the next Grand Jury.  These audits are 
prima facie evidence in court proceedings.  The Chief Examiner has the authority to 
issue subpoenas to compel the attendance of witnesses and the production of records 
in connection with audits.  Each state and county officer must keep his books, records, 
and accounts, and make reports as prescribed by the chief examiner. 
 
Authority 
 
 The statutes which govern the Department’s activities can be found in the Code 
of Alabama 1975, Sections 4-5-1 through 41-5-24.  In interpreting statutes relating to 
auditing by the Department of Examiners of Public Accounts, the Attorney General has 
held the Department’s authority to audit the funds of various governmental agencies 
and offices.  The Attorney General has also ruled that the Department’s authority 
includes the funds and records of public corporations representing several county 
and/or municipal governing boards.  State courts have upheld the Department’s 
authority to examine the records of private entities contracting with governmental 
agencies. 
 
Types of Audits Performed 
 
 The majority of audit work performed by the Department consists of traditional 
financial and compliance audits, including Federal compliance.  The audits are 
conducted in accordance with generally accepted auditing standards and the standards 
applicable to financial audits contained in Governmental Auditing Standards, issued b 
the Comptroller General of the United States.  In most instances these audits also 
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include testing for compliance with federal, state, and local laws and regulations.  The 
Legislature also requests special non-routine audits from time to time. 
 

Audits of County Boards of Education 
 
County Audit Division 
 
 The County Audit Division has the largest division within the Department of 
Examiners of Public Accounts.  Employees in this Division are located throughout the 
State of Alabama.  The Division conducts financial statement and/or legal compliance 
audits of Alabama’s 67 county commissions and boards of education, in addition to 13 
regional planning commissions.  The Division also conducts legal compliance 
examinations of the Offices of District Attorney, the Offices of Circuit and District Courts, 
the Offices of Judge of Probate, the Offices of License Commissioner, the Offices of 
Revenue Commissioner, the Offices of Tax Collection, the Offices of Tax Assessor, 
which are located throughout the State of Alabama.  In addition, the County Audit 
Division has audit responsibility for various special boards, commissions and bureaus.  
The audit responsibility of the division increases with each Legislative Session.  By 
statute, county boards of education must be audited as least every two years: 
 

Periodic Examinations And Audits Of State And County Offices, 
Departments, Boards, Etc. 

 
(a) The books, records, vouchers and accounts of every state and 

county office, officer, bureau, board, commission, corporation, institution, 
department and agency shall be examined and audited at least once in 
every period of two years and more frequently or continuously if that is 
deemed necessary or desirable by the Chief Examiner. The books, 
records, vouchers and accounts of municipal boards of education may be 
examined and audited upon request. 

(b) Examinations and audits shall be made at the expense of the state 
(Code of Alabama 1975, Section 41-5-14) 

 
Chief Examiner - Powers and Duties Generally 
 
 The powers and duties of the Chief Examiner are as follows: 
 

 The Chief Examiner shall be the executive and administrative head 
of the department and shall have the power and duty to: 

(1) Exercise general supervision of and make regulations for the 
government of the department; 

(2) Prescribe uniform rules pertaining to investigations, 
examinations, audits and departmental hearings; 

(3) Supervise the fiscal affairs and responsibilities of the 
department; 

(4) Appoint and remove the officers and employees of the 
department, subject to the provisions of the Merit System Act and the 
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rules and regulations issued pursuant thereto; 
(5) Keep an accurate and complete record of all departmental 

proceedings, record and file all bonds, reports and other documents and 
assume responsibility for the custody and preservation of all papers and 
documents of the department; 

(6) Make recommendations and an annual report to the Governor 
and to the Legislative Committee on Public Accounts concerning the 
condition, operation, functioning and findings of the department; 

(7) Invoke any legal, equitable or special remedy for the 
enforcement of orders or the provisions of this chapter; 

(8) Exercise any other power necessary to expedite the making of 
thorough and accurate audits of the accounts of all persons receiving or 
disbursing public funds; 

(9) Examine and audit the books, accounts and records of all state 
and county offices, officers, bureaus, boards, commissions, corporations, 
departments and agencies; 

(10) Prepare, except with respect to county boards of education, 
such bookkeeping, accounting and reporting systems, procedures, 
records and forms as may be necessary to install a uniform system of 
accounting and reporting in the various state and county offices; 

(11) Report to the Legislative Committee on Public Accounts and 
the Governor every expenditure or contract found to have been made in 
violation of law; 

(12) Prepare, for use by the county boards of education, such 
bookkeeping, accounting and reporting systems, procedures, records and 
forms as may be necessary to the installation of a uniform system of 
accounting and reporting by the several county boards of education, install 
such bookkeeping, accounting and reporting systems in and for such 
county boards of education and exercise and maintain continuing 
supervision thereof; and 

(13) Prepare and furnish to the chairmen of the county 
commissions of the several counties of the state a fiscal statement of each 
county, as of the end of each fiscal year, said statement showing receipts, 
disbursements, outstanding indebtedness and securities owned of and by 
each of the several counties (Code of Alabama 1975, Section 41-5-6). 
 

Education Audit Division 
 
 The Education Audit Division is responsible for conducting financial statements 
and/or legal compliance audits for all public institutions of higher education.  These 
public institutions are comprised of the universities and the two-year colleges.  In 
addition, certain other institutions receiving state funds are required to be audited: 

 
Audit of Certain Institutions 
 

The Department of Examiners of Public Accounts is hereby 
authorized and empowered to audit the records of the Marion Military 

    
  691        
     



Alabama Public School Finance Reference 
Reporting - Audits of Local Boards 
 
 

Institute, the Lyman Ward Military Academy, the Talladega College, the 
Walker County Junior College, the Tuskegee University, the Sylacauga 
Nurses Training School, and the Coosa Valley Medical Center School of 
Nursing to the same extent, degree, and scope as its audits of public 
educational institutions, and said institutions shall submit to the Legislature 
each year before any subsequent appropriation requests may be 
considered by the Legislature, a full accounting of their receipts, 
disbursements, assets, liabilities, and other resources as of the date of the 
close of their immediately preceding academic year (Code of Alabama 
1975, Section 16-1-22). 

 
Audits of City Boards of Education 

 
 Statutory requirements for audits of city boards of education have different 
authority than those for county board of education.  Generally, audits of city boards are 
performed by a local CPA firm of the city board’s choice.  The same standards for 
county boards of education being audited are not maintained.  As a result, a trend has 
developed in which by statute city boards of education are being required to be audited 
by the Department of Examiners of Public Accounts as are county boards of Education. 
 
Reports of City Board To State Board of Education; Audit of Accounts 
 

The city board of education shall make all reports required by the 
State Board of Education at such time, and upon such items and in such 
form, and on such blanks as may be prescribed by the State Board of 
Education. The business and financial transactions of the city board of 
education and the records and accounts of its treasurer shall be kept in a 
manner approved by the State Superintendent of Education and shall be 
audited as early as possible after July first of each year, and may be 
published (Code of Alabama 1975, Section 16-11-22). 

 
Special Audits by Examiners of All Local Boards of Education 

 
 In addition to the prescribed general audits discussed above, the Legislature has 
also mandated to Examiners of Public Accounts to conduct audits of certain 
appropriations made by the Legislature to all local boards of education. 
 
Purchasing Textbooks and Accountability for Textbooks 
 

(a) The local boards of education, county commissions, and 
municipal councils or other governing boards of a municipality may 
appropriate funds for the purpose of creating local revolving funds to be 
used in securing and distributing textbooks and for the purpose of 
contributing to the expense of furnishing textbooks. These revolving funds 
shall be reimbursed from moneys received from sales of textbooks. 

(b) Local boards of education, county commissions, and other like 
governing bodies of the counties or municipalities may appropriate funds 
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for the purpose of purchasing textbooks for free distribution or for rental to 
the patrons of its public schools under such rules and regulations as shall 
be prescribed by the respective local boards of education. 

(c) All books contracted for shall be shipped upon purchase orders 
of the local boards of education. The publisher or publishing company 
shipping the books shall prepare triplicate invoices or bills for the books 
shipped. These invoices or bills shall be mailed to the local superintendent 
of education to whom the books are shipped. 

(d) The local superintendent of education, upon receipt of any 
shipment of books as provided herein, shall forthwith determine if the 
shipment is in accordance with the invoices or bills. Payment shall be 
made by the local board of education for such purchase and charged 
against the Foundation Program funds distributed to the local board of 
education for such purposes or other funds available to the local board of 
education for such purposes. 

(e) Each local board of education shall provide for the safe and dry 
storage and distribution of all new and used textbooks and, in the case of 
used textbooks, provide for the collection, storage, and maintenance, 
including necessary repairs, renovation, and fumigation. The local boards 
of education shall also provide for the repair of used textbooks and, in 
compliance with the advice of the State Board of Health, the occasion for 
and manner of fumigation of used textbooks so as to protect pupils from 
any diseases which may be transmitted through the reissue of such 
textbooks. 

(f) The local superintendent shall maintain at all times an accurate 
and up-to-date inventory and shall keep on file such accounting records as 
may be required or as necessary. 

(g) The state Department of Examiners of Public Accounts 
shall make periodic audits of all accounting books and records 
pertaining to the textbooks which have been so furnished at state or 
local expense, requiring a complete accounting for all such 
textbooks as shown by the records (Code of Alabama 1975, Section 
16-36-68). 

 
Classroom Instructional Support 
 

(a) For purposes of this section, classroom instructional support 
means all components of classroom instructional support as provided in 
the Foundation Program, with the exception of textbook funds, as 
specified in Sections 16-6B-10 and 16-13-231, including, but not limited to, 
library enhancement, classroom materials and supplies, professional 
development, technology, and other classroom instructional support 
approved by the State Board of Education. 

All funds allocated in the Foundation Program for library 
enhancement, technology, and professional development shall be spent 
only for the purpose for which they were allocated. Media specialists shall 
be consulted in budgeting all library enhancement funds. 
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(b) The procedures for ordering, and the regulations applying to, 
classroom instructional support shall be as follows: 

(1) BUDGET COMMITTEE. Each school shall have a budget 
committee. The committee shall be comprised of five members consisting 
of four teachers and the school's principal, or the principal's designee. The 
teachers on the committee shall be elected annually by secret ballot by 
majority vote of the teachers voting at each school. The budget committee 
shall propose a budget for classroom instructional support. The proposed 
budget shall be consistent with the latest plans for professional 
development and technology developed at the local school level by the 
principal and faculty and submitted by the local board of education to the 
State Superintendent of Education pursuant to Section 16-13-231(b)(1)e. 
The proposed budget shall outline common purchases and shall specify 
the common items which may be purchased. The proposed budget shall 
also specify the amount to be allotted for each teacher. The committee 
shall elect a chairperson from among its membership. The committee shall 
also elect a secretary from its membership who shall be responsible for 
keeping minutes of the meetings of the budget committee and actions 
taken to approve the budget during the secret balloting process. The 
committee may form advisory subcommittees from teachers at the various 
grade or department levels, or both levels. 

(2) APPROVAL BY TEACHERS. The proposed budget from the 
budget committee shall be submitted to the teachers at an annual 
meeting. Before any part of any proposed budget is implemented, the 
teachers at the school, through a majority vote of those voting, shall 
approve the proposed budget utilizing a secret balloting process. 
Teachers shall have at least two work days to review the proposed budget 
before a vote is taken. Any proposed budget which does not receive 
approval shall be returned to the budget committee for reformulation, 
taking into consideration the teachers' recommendations offered at the 
school's annual meeting at the beginning of the school year or at a spring 
meeting at the end of the scholastic year, or both. If the proposed budget 
is not approved, the budget committee shall submit another proposed 
budget for review and consideration by the teachers, and this procedure 
shall continue until such time as the teachers approve a budget utilizing 
the procedures of this section. A report on the budget which is approved 
by a majority vote of the teachers voting shall be transmitted to the local 
superintendent on uniform forms provided by the State Department of 
Education. 

(3) DUTIES OF LOCAL SUPERINTENDENT. The local 
superintendent shall submit a notarized affidavit to the State 
Superintendent of Education. The affidavit shall certify that all funds 
allocated for classroom instructional support have been properly spent 
and that all legal requirements have been properly observed and 
implemented. On the affidavit, the superintendent shall certify the amount 
of monies expended at each school, delineating the amounts spent for 
collective purchases and the amounts received by the teachers at each 
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school. The local superintendent shall take care to insure that each 
teacher employed is able to order and receive his or her allocation of 
classroom instructional support during each year as provided in this 
section. 

(4) TIMELINES. Any or all of the funds for classroom instructional 
support shall be made available to each teacher before December 1; 
however, the teacher may order, in whole or in part, his or her allocation 
anytime during the applicable fiscal year. It is the intent of the Legislature 
that teachers should have their full allocation of classroom instructional 
support as soon in the school year as possible in order to promote 
learning. 

(5) PERMISSIBLE EXPENDITURES. Monies allocated for 
classroom instructional support may be spent for classroom instructional 
support purposes only, to be used either by classroom teachers or 
students in each teacher's respective classes. It shall be permissible to 
expend these monies on instructional equipment and electrical equipment 
which is actually utilized with students in the teacher's classroom. 

All monies allocated and expended shall be consistent with the 
latest plans for professional development and technology developed at the 
local school level by the principal and the faculty and submitted by the 
local board of education to the State Superintendent of Education 
pursuant to Section 16-13-231(b)(1)e. 

(6) COMPETITIVE BIDS AND VOUCHERS. Each local board of 
education may purchase classroom instructional support in bulk pursuant 
to the state competitive bid law. The board may also authorize each 
school or individual teachers to purchase materials and supplies, 
instructional equipment, and electrical equipment for classroom instruction 
by the voucher system, with no one item exceeding the sum of seven 
thousand five hundred dollars ($7,500). The local board shall establish 
and require proper accounting procedures and safeguards for purchases 
by the voucher system. 

(7) POLICIES AND PROCEDURES. Policies and procedures shall 
be developed and implemented to insure that each teacher receives his or 
her full allocated amount for classroom instructional support in conjunction 
with the approved budget in a timely manner after each order is placed. 
Procedures and policies utilized and adopted to implement this section 
shall be established and determined prior to the beginning of the school 
year by each local board with recommendations from the organization 
representing the majority of employees as provided in Section 16-1-30. 

(8) UNSPENT FUNDS. Any funds appropriated for classroom 
instructional support but not expended according to this section by the end 
of each fiscal year shall revert to the Education Trust Fund. 

(9) PRORATION. In the event proration of the Education Trust 
Fund is declared by the Governor, each local school system shall 
nevertheless insure that at least 80 percent of its allocation per teacher for 
classroom instructional support shall be expended according to this 
section. No portion of a teacher's classroom instructional support money 

    
  695        
     



Alabama Public School Finance Reference 
Reporting - Audits of Local Boards 
 
 

shall be withheld until and unless the Governor officially declares proration 
of the Education Trust Fund. 

(10) TRANSFER WITH TEACHER DISALLOWED. Classroom 
instructional support monies are to be expended on behalf of students at a 
specific school and are not transportable with the teacher if the teacher is 
transferred to another school. 

(11) EXAMINERS OF PUBLIC ACCOUNTS. All expenditures for 
classroom instructional support and related documents by each 
county and city board of education shall be subject to audit by the 
Examiners of Public Accounts. 

(12) COLLATERAL REFERENCES. References to "instructional 
supplies" contained in Section 16-6B-10 shall be understood to be the 
same as "materials and supplies." (Code of Alabama 1975, Section 16-1-
8.1). 

 
Summary 

 
Auditing of local boards of education is a much greater activity than reviewing the  

expenditure of state and local funds.  It also includes compliance with federal laws, 
rules, and regulations regarding the expenditure of federal funds including maintenance 
of effort.  This is particularly true when considering the expenditure of federal funds for 
special education and vocational education.  Alabama school boards must have a single 
audit that includes federal funds, state funds, local funds, local school funds, and other 
funds under the control of school officials.  School boards that receive federal funds are 
required to follow the audit requirements of OMB Circular A-133 - Revised June 24, 
1997. 
 

A single audit of local school funds, federal funds, state funds, local funds, and 
other funds under the control of school officials shall be issued for the fiscal year 
October 1 through September 30.  School boards may also have specialized audits 
(including local school audits) performed by internal or external auditors.  Specialized 
audits can be used as an internal control tool for funds subject to misuse or 
misappropriation.  However, the State Board of Education no longer requires an annual 
audit of each local school. 
 

Alabama school boards or their auditors are required to submit one set of the 
audit documents described as the reporting package in Circular A-133 to the State 
Department of Education.  The reporting package and a copy of any management 
letters issued by the auditors must be submitted to the SDE within 30 days after receipt 
of the audit by the school board.  For city boards of education the deadline for 
submission of audit reports to the SDE is June 30. 
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29.  COMPETIVE BID & PUBLIC WORKS LAWS 
 

Competitive Bid Laws 
 

State law requires that certain expenditures of city and county school boards are 
subject to competitive bidding.  Expenditures for labor, services, or work, and the 
purchase or lease of materials, supplies, equipment, or other personal property 
involving $7,500 or more are subject to competitive bidding. 
 
 Individual purchases less than $7,500 may be subject to competitive bidding if a 
school board can reasonably expect to purchase more than $7,500 for like items during 
the year.  School systems may purchase items without bidding by purchasing from the 
state bid list; however, a school system may not purchase items without bidding on the 
grounds that a vendor’s price is less than the state bid list. 
 
 Pursuant to Act No. 97-934, classroom instructional supply funds (currently $500 
per teacher) distributed to the schools may purchase materials, supplies, and 
equipment without competitive bids if the item cost is less than $7,500. 
 
 Effective April 22, 1997, contracts for public works are not subject to the state bid 
law.  The dollar threshold for public works became $50,000 upon the passage of 
Alabama’s new public works laws.  The new laws include a definition of public works 
that is applicable if a contract includes labor.   
 
 The state bid law includes a provision for emergency purchases without bidding. 
Some additional expenditures exempt from the competitive bid law include: 
 

• Purchase of insurance 
• Professional service contracts (lawyers, CPA’s, architects, etc.) 
• Contracts to furnish financial advice or services 
• Purchases of books, maps, pamphlets, or periodicals 
• Purchases made by individual schools from funds other than those raised by 

taxation or received through state or local government sources 
• Contractual services and purchases of commodities for which there is only one 

vendor or supplier 
• Contractual services and purchases of personal property which, by their very 

nature, are impossible of award by competitive bidding 
•  

 
The Statutory Provisions Governing the State Bid Process 

Competitive Bidding on Contracts of Certain State And Local Agencies, Etc. 
 

Section 41-16-50. Contracts for which competitive bidding required; 
manner of awarding contracts generally; award of contracts to resident 
bidders; negotiation of contracts; joint contracts. 
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(a)  With the exception of contracts for public works whose competitive 
bidding requirements are governed exclusively by Title 39, all expenditure 
of funds of whatever nature for labor, services, work, or for the purchase 
of materials, equipment, supplies, or other personal property involving 
seven thousand five hundred dollars ($7,500.00) or more, and the lease of 
materials, equipment, supplies, or other personal property where the 
lessee is or becomes legally and contractually bound under the terms of 
the lease, to pay a total amount of seven thousand five hundred dollars 
($7,500.00) or more, made by or on behalf of any state trade school, state 
junior college, state college, or university under the supervision and 
control of the State Board of Education, the city and county boards of 
education, the district boards of education of independent school districts, 
the county commissions, the governing bodies of the municipalities of the 
state, and the governing boards of instrumentalities of counties and 
municipalities, including waterworks boards, sewer boards, gas boards 
and other like utility boards and commissions, except as hereinafter 
provided, shall be made under contractual agreement entered into by free 
and open competitive bidding, on sealed bids, to the lowest responsible 
bidder.  Prior to advertising for bids for an item of personal property, where 
the county, a municipality, or an instrumentality thereof is the awarding 
authority, the awarding authority may establish a local preference zone 
consisting of either the legal boundaries or jurisdiction of the awarding 
authority, or the boundaries of the county in which the awarding authority 
is located, or the boundaries of the Standard Metropolitan Statistical Area 
(SMSA) in which the awarding authority is located.  If no such action is 
taken by the awarding authority, the boundaries of the local preference 
zone shall be deemed to be the same as the legal boundaries or 
jurisdiction of the awarding authority.  In the event a bid is received for an 
item of personal property to be purchased or contracted for from a person, 
firm, or corporation deemed to be a responsible bidder, having a place of 
business within the local preference zone where the county, a 
municipality, or an instrumentality thereof is the awarding authority, and 
the bid is no more than three percent greater than the bid of the lowest 
responsible bidder, the awarding authority may award the contract to the 
resident responsible bidder.  In the event only one bidder responds to the 
invitation to bid, the awarding authority may reject the bid and negotiate 
the purchase or contract, providing the negotiated price is lower than the 
bid price. 

 
(b)  The governing bodies of two or more contracting agencies, as 
enumerated in subsection (a) within the same county or adjoining 
counties, or the governing bodies of two or more counties, may provide, 
by joint agreement, for the purchase of labor, services, or work, or for the 
purchase or lease of materials, equipment, supplies, or other personal 
property for use by their respective agencies.  The agreement shall be 
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entered into by similar ordinances, in the case of municipalities, or 
resolutions, in the case of other contracting agencies, adopted by each of 
the participating governing bodies, which shall set forth the categories of 
labor, services, or work, or for the purchase or lease of materials, 
equipment, supplies, or other personal property to be purchased, the 
manner of advertising for bids and the awarding of contracts, the method 
of payment by each participating contracting agency, and other matters 
deemed necessary to carry out the purposes of the agency, and other 
matters deemed necessary to carry out the purposes of the agreement.  
Each contracting agency’s share of expenditures for purchases under any 
agreement shall be appropriated and paid in the manner set forth in the 
agreement and in the same manner as for other expenses of the 
contracting agency.  The contracting agencies entering into a joint 
agreement, as herein permitted, may designate a joint purchasing agent, 
and the agent shall have the responsibility to comply with this article.  
Purchases, contracts, or agreements made pursuant to a joint purchasing 
agreement shall be subject to all terms and conditions of this article. 
 
In the event that utility services are no longer exempt from competitive 
bidding under this article, non-adjoining counties may not purchase utility 
services by joint agreement under authority granted by this subsection. 
 
(c)  All bidders shall furnish a bid bond on any contract exceeding ten 
thousand dollars ($10,000) if bonding is available for the services, 
equipment or materials. 
 
 
Section 41-16-51. Contracts for which competitive bidding not required 
generally; governing bodies or instrumentalities of counties, municipalities 
and certain state and local institutions to establish and maintain 
purchasing facilities and procedures for competitive bidding in operation 
and management of institutions, facilities, etc., under supervision and 
control thereof; contracts entered into in violation of article void: penalty. 
 
(a) Competitive bids shall not be required for utility services, the rates for 
which are fixed by law, regulation or ordinance, and the competitive 
bidding requirements of this article shall not apply to: 
 

(1)  The purchase of insurance. 
(2)  The purchase of ballots and supplies for conducting any primary, 

general, special or municipal election. 
(3)  Contracts for securing services of attorneys, physicians, architects, 

teachers, superintendents of construction, artists, appraisers, 
engineers, consultants, certified public accountants, public 
accountants, or other individuals possessing a high degree of 
professional skill where the personality of the individual plays a 
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decisive part. 
(4)  Contracts of employment in the regular civil service. 
(5)  Contracts for fiscal or financial advice or services. 
(6)  Purchases of products made or manufactured by the blind or 

visually handicapped under the direction or supervision of the 
Alabama Institute for Deaf and Blind in accordance with Sections 
21-2-1 to 21-2-4, inclusive. 

(7)  Purchases of maps or photographs from any federal agency.  
(8)  Purchases of manuscripts, books, maps, pamphlets, or 

periodicals. 
(9)  The selection of paying agents and trustees for any security issued 

by a public body. 
(10) Existing contracts up for renewal for sanitation or solid waste 

collection, recycling, and disposal between municipalities or 
counties, or both, and those providing the service. 

(11) Purchases of computer and word processing hardware when the 
hardware is the only type that is compatible with hardware already 
owned by the entity taking bids and custom software. 

(12) Professional services contracts for codification and publication of 
the laws and ordinances of municipalities and counties. 

(13) Contractual services and purchases of commodities for which 
there is only one vendor or supplier and contractual services and 
purchases of personal property which by their very nature are 
impossible to award by competitive bidding. 

 
(b) This article shall not apply to: 

 
(1)  Any purchases of products where the price of the products is 
already regulated and established by state law. 
(2)  Purchases made by individual schools of the county or municipal 
public school systems from moneys other than those raised by taxation 
or received through appropriations from state or county sources. 
(3)  The purchase, lease, sale, construction, installation, acquisition, 
improvement, enlargement or expansion of any building or structure or 
other facility designed or intended for lease or sale by a medical clinic 
board organized under Sections 11-58-1 to 11-58-14, inclusive. 
(4)  The purchase, lease or other acquisition of machinery, equipment, 
supplies, and other personal property or services by a medical clinic 
board organized under Sections 11-58-1 to 11-58-14, inclusive. 
(5)  Purchases for public hospitals and nursing homes operated by the 
governing boards of instrumentalities of the state, counties, and 
municipalities. 
(6)  Contracts for the purchase, lease, sale, construction, installation, 
acquisition, improvement, enlargement, or extension of any plant, 
building, structure, or other facility or any machinery, equipment, 
furniture, or furnishings therefor designed or intended for lease or sale 
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for industrial development, other than public utilities, under the 
Sections 11-54-28 to 11-54-99, inclusive, or Sections 11-54-20 to 11-
54-28, inclusive, or any other statute or amendment to the Constitution 
of Alabama authorizing the construction of plants or other facilities for 
industrial development or for the construction and equipment of 
buildings for public building authorities under Sections 11-56-1 to 11-
56-22, inclusive. 
(7)  The purchase of equipment, supplies or materials needed, used, 
and consumed in the normal and routine operation of any waterworks 
system, sanitary sewer system, gas system or electric system, or any 
two or more thereof, that are owned by municipalities, counties, or 
public corporations, boards, or authorities that are agencies, 
departments or instrumentalities of municipalities or counties and no 
part of the operating expenses of which system or systems have, 
during the then current fiscal year, been paid from revenues derived 
from taxes or from appropriations of the state, a county, or a 
municipality. 
(8)  Purchases made by local housing authorities, organized and 
existing under Chapter 1 of Title 24, from moneys other than those 
raised by state, county or city taxation or received through 
appropriations from state, county, or city sources. 

 
(c)  The state trade schools, state junior colleges, state colleges, and 
universities under the supervision and control of the State Board of 
Education, the city and county boards of education, the district boards of 
education of independent school districts, the county commissions, and 
the governing bodies of the municipalities of the state shall establish and 
maintain such purchasing facilities and procedures as may be necessary 
to carry out the intent and purpose of this article by complying with the 
requirements for competitive bidding in the operation and management of 
each state trade school, state junior college, state college, or university 
under the supervision and control of the state board of education, the city 
and county boards of education, the district boards of education of 
independent schools districts, the county commissions, and the governing 
bodies of the municipalities of the state and the governing boards of 
instrumentalities of counties and municipalities, including waterworks 
boards, sewer boards, gas boards, and other like utility boards and 
commissions. 
(d)  Contracts entered into in violation of this article shall be void and 
anyone who violates the provisions of this article shall be guilty of a Class 
C felony. 
 
Section 41-16-52. Expenditures for repair or lease of heavy duty off-
highway construction equipment may be made without regard to 
provisions of article. 
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(a)  All expenditures of funds of whatever nature for repair parts and repair 
of heavy duty off-highway construction equipment and of all vehicles with 
a gross vehicle weight rating of 25,000 pounds or greater, including 
machinery used for grading, drainage, road construction and compaction 
for the exclusive use of county and municipal, highway, street and 
sanitation departments, involving not more than $15,000 made by or on 
behalf of any county commissions and the governing bodies of the 
municipalities of the state, and the governing boards of instrumentalities, 
including waterworks boards, sewer boards, gas boards and other like 
utility boards and commissions, shall be made, at the option of said 
governing boards, bodies, instrumentalities and commissions, without 
regard to the provisions of this article.  The foregoing exemption from the 
provisions of this article shall apply to each incident of repair as to any 
such repair parts, equipment, vehicles or machinery.  The amount of such 
exempted expenditure shall not be construed to be an aggregate of all 
such expenditures per fiscal year as to any individual vehicle or piece of 
equipment or machinery. 
(b)  The option provided by subsection (a) of this section may be exercised 
by said governing boards, bodies, instrumentalities and commissions by 
specific reference to this section on any and all purchase orders and 
purchase commitments executed by said governing boards, bodies, 
instrumentalities and commissions; provided, however, said option shall 
not be exercised by any employee, agent or servant unless done so after 
having received official prior approval of the respective governing board, 
body, instrumentality or commission or unless exercised pursuant to a 
formal policy adopted by such governing board, body, instrumentality or 
commission setting out conditions and restrictions under which such 
option shall be exercised. 
(c)  All expenditures of funds of whatever nature for the leasing of heavy 
duty off-highway construction equipment and all vehicles with a gross 
vehicle weight rating of 25,000 pounds or greater, including machinery for 
grading, drainage, road construction and compaction for the exclusive use 
of county and municipalities, highway, street and sanitation departments, 
involving a monthly rental or not more than $5,000.00 per month per 
vehicle or piece of equipment or machinery but not to exceed $15,000.00 
per month for all such vehicles and pieces of equipment made by or on 
behalf of any county commissions and the governing boards of 
municipalities of the state and the governing bodies of instrumentalities, 
including waterworks boards, sewer boards, gas boards and other like 
utility boards and commissions shall be made, at the option of the said 
governing boards, bodies, instrumentalities and commissions, without 
regard to the provisions of this article. 

 
Section 41-16-53. Letting of contracts without public advertisement 
authorized in case of emergencies affecting public health, safety, etc. 
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 In case of emergency affecting public health, safety or convenience, so 
declared in writing by the awarding authority, setting forth the nature of the 
danger to public health, safety or convenience involved in delay, contracts 
may be let to the extent necessary to meet the emergency without public 
advertisement.  Such action and the reasons therefor shall immediately be 
made public by the awarding authority. 

 
Section 41-16-54. Advertisement for and solicitation of bids; bids to be 
sealed; opening of bids; bids, etc., to be retained and to be open to public 
inspection; when purchases or contracts may be made in open market; 
contracts not to be split to avoid requirements of article; certain partial 
contracts declared void. 
 
(a)  All proposed purchases in excess of seven thousand five hundred 
dollars ($7,500.00) shall be advertised by posting notice thereof on a 
bulletin board maintained outside the purchasing office and in any other 
manner and for any lengths of time as may be determined.  Sealed bids 
shall also be solicited by sending notice by mail to all persons, firms, or 
corporations who have filed a request in writing that they be listed for 
solicitation on bids for the particular items that are set forth in the request.  
If any person, firm, or corporation whose name is listed fails to respond to 
any solicitation for bids after the receipt of three solicitations, the listing 
may be canceled. 
(b)  All bids shall be sealed when received, shall be opened in public at the 
hour stated in the notice, and all original bids together with all documents 
pertaining to the award of the contract shall be retained for a period of 
seven years from the date the bids are opened and shall be open to public 
inspection. 
(c)  If the purchase or contract will involve an amount of seven thousand 
five hundred dollars ($7,500.00) or less, the purchases or contracts may 
be made upon the basis of sealed bids or in the open market. 
(d)  No purchase or contract involving an amount in excess of seven 
thousand five hundred dollars ($7,500.00) shall be divided into parts 
involving amounts of seven thousand five hundred dollars ($7,500.00) or 
less for the purpose of avoiding the requirements of this article.  All such 
partial contracts involving seven thousand five hundred dollars ($7,500.00) 
or less shall be void. 
 
Section 41-16-55. Effect of agreements or collusion among bidders in 
restraint of competition; knowing participation in collusive agreement. 
 
 Any agreement or collusion among bidders or prospective bidders 
in restraint of freedom of competition, by agreement, to be at a fixed price 
or to refrain from bidding or otherwise shall render the bids of such bidders 
void and shall cause such bidders to be disqualified from submitting 
further bids to the awarding authority on future purchases. 
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 Whoever knowingly participates in a collusive agreement in 
violation of this section involving a bid or bids of $7,500.00 and under shall 
be guilty of a Class A misdemeanor and, upon conviction, shall be 
punished as prescribed by law. 
 
 Whoever knowingly and intentionally participates in a collusive 
agreement in violation of this section involving a bid or bids of over 
$7,500.00 shall be guilty of a Class C felony, and upon conviction shall be 
punished as prescribed by law. 
 
Section 41-16-56. Effect of advance disclosure of terms of bid. 
 
 Any disclosure in advance of the terms of a bid submitted in 
response to an advertisement for bids shall render the proceedings void 
and require advertisement and award anew. 
 
Section 41-16-57. Awarding of contracts generally; preference to be 
given to Alabama commodities, firms, etc., in contracts for purchase of 
personal property or contractual services; when sole source may be 
specified; rejection of bids; records as to awarding of contract to be open 
to public inspection; maximum duration of contracts for purchase of 
personal property or contractual services. 
 
(a)  When purchases are required to be made through competitive bidding, 
awards shall be made to the lowest responsible bidder taking into 
consideration the qualities of the commodities proposed to be supplied, 
their conformity with specifications, the purposes for which required, the 
terms of delivery, transportation charges, and the dates of delivery. 
(b)  The awarding authority in the purchase of or contract for personal 
property or contractual services shall give preference, provided there is no 
sacrifice or loss in price or quality, to commodities produced in Alabama or 
sold by Alabama persons, firms or corporations.  Notwithstanding the 
foregoing, no county official, county commission, school board, city council 
or city councilmen, or other public official, state board, or state agency 
charged with the letting of contracts or purchase of materials for the 
construction, modification, alteration, or repair of any publicly owned 
facility may specify the use of materials or systems by a sole source, 
unless: 
 

  (1)  The governmental body can document to the satisfaction 
of the State of Alabama Building Commission that the “sole 
source” product or service is of an “indispensable” nature, all 
other viable alternatives have been explored, and it has been 
determined that only this product or service will fulfill the 
function for which the product is needed.  Frivolous features 
will not be considered. 
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  (2)  The sole source specification has been recommended by 
the architect or engineer of record who also documents that 
there is no other product available and that the use of the 
requirement is of an indispensable nature and why. 

  (3) All information substantiating the use of a sole source 
specification is documented in writing and is filed into the 
project file. 

 
(c) The awarding authority or requisitioning agency may reject any bid if 
the price is deemed excessive or quality of product inferior. 
(d)  Each record, with the successful bid indicated thereon, and with the 
reasons for the award if not awarded to the lowest bidder, shall, after 
award of the order or contract, be open to public inspection. 
(e)  Contracts for the purchase of personal property or contractual services 
shall be let for periods of not greater than three years.  “Lease-purchase” 
contracts for capital improvements and repairs to real property shall be let 
for periods not greater than 10 years and all other lease-purchase 
contracts shall be let for periods not greater than 10 years. 
 
Section 41-16-58.  Bond for faithful performance of contract may be 
required. 
 
 Bond in a responsible sum for faithful performance of the contract, 
with adequate surety, may be required in an amount specified in the 
advertisement for bids. 
 
Section 41-16-59.  Assignment of contracts. 
 
No contract awarded to the lowest responsible bidder shall be assignable 
by the successful bidder without written consent of the awarding authority, 
and in no event shall a contract be assigned to an unsuccessful bidder 
whose bid was rejected because he was not a responsible bidder. 
 
Section 41-16-60. Conflicts of interest of members or officers of governing 
bodies or  instrumentalities of counties, municipalities and certain state and 
local institutions generally; making of purchases or awarding of contracts 
in violation of article. 
 
 No member or officer of the said state trade schools, state junior 
colleges, state colleges and universities under the supervision and control 
of the state board of education, the city and county boards of education, 
the district boards of education of independent school districts, the county 
commissions and the governing bodies of the municipalities of the state 
and the governing boards of instrumentalities of counties and 
municipalities, including waterworks boards, sewer boards, gas boards 
and other like utility boards, and commissions, shall be financially 
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interested or have any personal beneficial interest, either directly or 
indirectly, in the purchase of or contract for any personal property or 
contractual service, nor shall any person willfully make any purchase of 
award any contract in violation of the provisions of this article.  Any 
violation of this section shall be deemed a misdemeanor, and any person 
who violates this section shall, upon conviction, be imprisoned for not 
more than 12 months or fined not more than $500.00 or both.  Upon 
conviction thereof, any person who willfully makes any purchase or 
awards any contract in violation of the provisions of this article shall be 
removed from office. 
 
Section 41-16-61.   Institution of actions to enjoin execution of contracts 
entered into  in violation of article. 
 
 Any taxpayer of the area within the jurisdiction of the awarding 
authority and any bona fide unsuccessful bidder on a particular contract 
shall be empowered to bring a civil action in the appropriate court to enjoin 
execution of any contract entered into in violation of the provisions of this 
article. 
 
Section 41-16-62. Provisions of article not applicable to certain 
municipal contracts. 
 
 The provisions of this article shall not be applicable to any contracts 
made by a municipality pursuant to the provisions of Act No. 4 adopted at 
the 1956 second special session of the legislature of Alabama, as 
amended, which relates to the promotion of trade by inducing commercial 
enterprises to locate in the state and which confers on municipalities 
having a population not exceeding 100,000 inhabitants, according to the 
last or any subsequent federal census, powers with respect to the 
acquisition, leasing and financing of projects suitable for use by certain 
commercial enterprises. 
 
Section 41-16-63.  Provisions of article cumulative. 
 
This article shall be cumulative in its nature. 

 
Public Works and Competitive Bidding 

 
The following statutory citations are presented as to make the reader aware of 

the many considerations which must be properly reviewed and procedures which must 
be following in letting contracts for public works.  All citations are to the Code of 
Alabama 1975, as amended. 
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Section 39-2-1.   Definitions.   

As used in this title, the following words shall have the meanings ascribed 
to them as follows: 

(1) AWARDING AUTHORITY. Any governmental board, commission, 
agency, body, authority, instrumentality, department, or subdivision of the 
state, its counties and municipalities. This term includes, but shall not be 
limited to, the Department of Transportation, the State Building 
Commission, the State Board of Education, and any other entity 
contracting for public works. This term shall exclude the State Docks 
Department and any entity exempted from the competitive bid laws of the 
state by statute. 

(2) FORCE ACCOUNT WORK. Work paid for by reimbursing for the 
actual costs for labor, materials, and equipment usage incurred in the 
performance of the work, as directed, including a percentage for overhead 
and profit, where appropriate. 

(3) PERSON. Natural persons, partnerships, limited liability companies, 
corporations, and other legal entities. 

(4) PUBLIC PROPERTY. Real property which the state, county, 
municipality, or awarding authority thereof owns or has a contractual right 
to own or purchase, including easements, rights-of-way, or otherwise. 

(5) PUBLIC WORKS. The construction, repair, renovation, or maintenance 
of public buildings, structures, sewers, waterworks, roads, bridges, docks, 
underpasses, and viaducts as well as any other improvement to be 
constructed, repaired, renovated, or maintained on public property and to 
be paid, in whole or in part, with public funds or with financing to be retired 
with public funds in the form of lease payments or otherwise. 

Section 39-2-2.  Requirements as to advertisement for and opening of 
sealed bids for public works contracts; contracts entered into in violation of 
section; penalty; persons excluded; emergency actions; specification of a 
sole source of materials, etc. 

(a) Before entering into any contract for a public works involving an 
amount in excess of fifty thousand dollars ($50,000), the awarding 
authority shall advertise for sealed bids. If the awarding authority is the 
state or a county, or an instrumentality thereof, it shall advertise for sealed 
bids at least once each week for three consecutive weeks in a newspaper 
of general circulation in the county or counties in which the improvement 
or some part thereof, is to be made. If the awarding authority is a 
municipality, or an instrumentality thereof, it shall advertise for sealed bids 
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at least once in a newspaper of general circulation published in the 
municipality where the awarding authority is located. If no newspaper is 
published in the municipality, the awarding authority shall advertise by 
posting notice thereof on a bulletin board maintained outside the 
purchasing office and in any other manner and for the length of time as 
may be determined. In addition to bulletin board notice, sealed bids shall 
also be solicited by sending notice by mail to all persons who have filed a 
request in writing with the official designated by the awarding authority that 
they be listed for solicitation on bids for the public works contracts 
indicated in the request. If any person whose name is listed fails to 
respond to any solicitation for bids after the receipt of three such 
solicitations, the listing may be canceled. With the exception of the 
Department of Transportation, for all public works contracts involving an 
estimated amount in excess of five hundred thousand dollars ($500,000), 
awarding authorities shall also advertise for sealed bids at least once in 
three newspapers of general circulation throughout the state. The 
advertisements shall briefly describe the improvement, state that plans 
and specifications for the improvement are on file for examination in a 
designated office of the awarding authority, state the procedure for 
obtaining plans and specifications, state the time and place in which bids 
shall be received and opened, and identify whether prequalification is 
required and where all written prequalification information is available for 
review. All bids shall be opened publicly at the advertised time and place. 
No public work as defined in this chapter involving a sum in excess of fifty 
thousand dollars ($50,000) shall be split into parts involving sums of fifty 
thousand dollars ($50,000) or less for the purpose of evading the 
requirements of this section. 

(b) An awarding authority may let contracts for public works involving fifty 
thousand dollars ($50,000) or less with or without advertising or sealed 
bids. 

(c) All contracts for public works entered into in violation of this title shall 
be null, void, and violative of public policy. Anyone who willfully violates 
this article concerning public works shall be guilty of a Class C felony. 

(d) Excluded from the operation of this title shall be contracts with persons 
who shall perform only architectural, engineering, construction 
management, program management, or project management services in 
support of the public works and who shall not engage in actual 
construction, repair, renovation, or maintenance of the public works with 
their own forces, by contract, subcontract, purchase order, lease, or 
otherwise. 

(e) In case of an emergency affecting public health, safety, or 
convenience, as declared in writing by the awarding authority, setting forth 
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the nature of the danger to the public health, safety, or convenience which 
would result from delay, contracts may be let to the extent necessary to 
meet the emergency without public advertisement. The action and the 
reasons for the action taken shall immediately be made public by the 
awarding authority upon request. 

(f) No awarding authority may specify in the plans and specifications for 
the improvement the use of materials, products, systems, or services by a 
sole source unless all of the following requirements are met: 

(1) Except for contracts involving the construction, reconstruction, 
renovation, or replacement of public roads, bridges, and water and sewer 
facilities, the awarding authority can document to the satisfaction of the 
State Building Commission that the sole source product, material, system, 
or service is of an indispensable nature for the improvement, that there 
are no other viable alternatives, and that only this particular product, 
material, system, or service fulfills the function for which it is needed. 

(2) The sole source specification has been recommended by the architect 
or engineer of record as an indispensable item for which there is no other 
viable alternative. 

(3) All information substantiating the use of a sole source specification, 
including the recommendation of the architect or engineer of record, shall 
be documented and made available for examination in the office of the 
awarding authority at the time of advertisement for sealed bids. 

Section 39-2-3.  Fees to be paid Department of Transportation for 
proposals, plans and specifications; deposit for bid documents; furnishing 
of plans and specifications to building exchanges, etc. 

(a) For contracts let by the Department of Transportation, proposals may 
be obtained only upon payment of a fee, to be determined by the 
Department of Transportation, not in excess of five dollars ($5). Plans and 
specifications may be obtained only upon payment of a fee, to be 
determined by the Department of Transportation, not to exceed the actual 
cost of printing such plans and specifications. 

(b) For all other awarding authorities, an adequate number of sets of bid 
documents, as determined by the awarding authority, may be obtained by 
prime contractor bidders upon payment of a deposit for each set, which 
deposit shall not exceed twice the cost of printing, reproduction, handling, 
and distribution of each set. The deposit shall be refunded in full to each 
prime contractor bidder upon return of the documents in reusable 
condition within 10 days after bid opening. Additional sets for prime 
contractor bidders, subcontractors, vendors, or dealers may be obtained 
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upon payment of the same deposit. The deposit shall be refunded less the 
cost of printing, reproduction, handling, and distribution, upon return of the 
documents in reusable condition within 10 days after bid opening. All 
refunds are due from the awarding authority within 20 days after bid 
opening. 

(c) Building exchanges and similar agencies may be furnished plans and 
specifications without charge. 

Section 39-2-4.  Filing of guaranties by bidders; prequalification 
procedures and criteria; responsibility of prequalified bidders; revocation of 
prequalification; rejection of bidder. 

(a) The bidder shall be required to file with his or her bid either a cashier's 
check drawn on an Alabama bank or a bid bond executed by a surety 
company duly authorized and qualified to make such bonds in the State of 
Alabama, payable to the awarding authority for an amount not less than 
five percent of the awarding authority's estimated cost or of the 
contractor's bid, but in no event more than ten thousand dollars ($10,000). 
The bid guaranties as provided in this section shall constitute all of the 
qualifications or guaranty to be required of contractors as prerequisites to 
bidding for public works, except as required by the State Licensing Board 
for General Contractors and the prequalification as required by the 
Department of Transportation, the Building Commission, or any other 
awarding authority. 

(b) With the exception of the Department of Transportation which has 
prequalification procedures and criteria set forth by statute, any awarding 
authority that proposes to prequalify bidders shall establish written 
prequalification procedures and criteria that (1) are published sufficiently in 
advance of any affected contract so that a bona fide bidder may seek and 
obtain prequalification prior to preparing a bid for that contract, such 
publication to be accomplished by the methods specified in subsection (a) 
of Section 39-2-2; (2) are related to the purpose of the contract or 
contracts affected; (3) are related to contract requirements or the quality of 
the product or service in question; (4) are related to the responsibility, 
including the competency, experience, and financial ability, of a bidder; 
and (5) will permit reasonable competition at a level that serves the public 
interest. The prequalification publication may run concurrently with the 
publication required under subsection (a) of Section 39-2-2, provided it 
produces the above required advance notice. 

(c) Within the bounds of good faith, the awarding authority retains the right 
to determine whether a contractor has met prequalification procedures 
and criteria. 
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(d) Any bidder who has prequalified pursuant to the requirements in 
subsection (b) shall be deemed "responsible" for purposes of award 
unless the prequalification is revoked by the awarding authority under the 
following procedures: (1) No later than five working days or the next 
regular meeting after the opening of bids, the awarding authority issues 
written notice to the bidder of its intent to revoke prequalification and the 
grounds therefor; (2) the bidder is then provided an opportunity to be 
heard before the awarding authority on the intended revocation; (3) the 
awarding authority makes a good faith showing of a material inaccuracy in 
the prequalification application of a bidder or of a material change in the 
responsibility of the bidder since submitting its prequalification application; 
and (4) the revocation of prequalification is determined no later than 10 
days after written notice of intent to revoke, unless the bidder whose 
qualification is in question agrees in writing to an extension in time. 

(e) Nothing in this section shall preclude the rejection of a bidder 
determined not responsible nor the inclusion of criteria in the bid 
documents which would limit contract awards to responsible bidders 
where no prequalification procedure is employed by the awarding 
authority. 

Section 39-2-5.  Return of proposal guaranties to bidders generally; 
disposition of proposal guaranty when award not made within 30 days of 
opening of proposals.   

All bid guaranties, except those of the three lowest bona fide bidders, shall 
be returned immediately after bids have been checked, tabulated, and the 
relation of the bids established. The bid guaranties of the three lowest 
bidders shall be returned as soon as the contract bonds and the contract 
of the successful bidder have been properly executed and approved. 
When the award is deferred for a period of time longer than 15 days after 
the opening of the bids, all bid guaranties, except those of the potentially 
successful bidders, shall be returned. If no award is made within 30 days 
after the opening of the bids, or such other time as specified in the bid 
documents, all bids shall be rejected and all guaranties returned, except 
for any potentially successful bidder that agrees in writing to a stipulated 
extension in time for consideration of its bid, in which case the awarding 
authority may permit the potentially successful bidder to substitute a 
satisfactory bidder's bond for the cashier's check submitted with its bid as 
a bid guaranty. 

Section 39-2-6.  Award of contract; proceedings when one bid or less is 
received at time stated in advertisement for bids; proceedings when all 
bids found unreasonable, etc.; availability of plans, etc.; use of convict 
labor; assignment of contract by successful bidder; agreements, etc., 
among bidders; penalties; advance disclosure. 
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(a) The contract shall be awarded to the lowest responsible and 
responsive bidder, unless the awarding authority finds that all the bids are 
unreasonable or that it is not to the interest of the awarding authority to 
accept any of the bids. A responsible bidder is one who, among other 
qualities determined necessary for performance, is competent, 
experienced, and financially able to perform the contract. A responsive 
bidder is one who submits a bid that complies with the terms and 
conditions of the invitation for bids. Minor irregularities in the bid shall not 
defeat responsiveness. The bidder to whom the award is made shall be 
notified by telegram, confirmed facsimile, or letter at the earliest possible 
date. If the successful bidder fails or refuses to sign the contract, to make 
bond as provided in this chapter or to provide evidence of insurance as 
required by the bid documents, the awarding authority may award the 
contract to the second lowest responsible and responsive bidder. If the 
second lowest bidder fails or refuses to sign the contract, make bond as 
provided in this chapter or to provide evidence of insurance as required by 
the bid documents, the awarding authority may award the contract to the 
third lowest responsible and responsive bidder. 

(b) If no bids or only one bid is received at the time stated in the 
advertisement for bids, the awarding authority may advertise for and seek 
other competitive bids, or the awarding authority may direct that the work 
shall be done by force account under its direction and control or, with the 
exception of the Department of Transportation, the awarding authority may 
negotiate for the work through the receipt of informal bids not subject to 
the requirements of this section. Where only one responsible and 
responsive bid has been received, any negotiation for the work shall be for 
a price lower than that bid. 

(c) If the awarding authority finds that all bids received are unreasonable 
or that it is not to the interest of the awarding authority to accept any of the 
bids, the awarding authority may direct that the work shall be done by 
force account under its direction and control. 

(d) On any construction project on which the awarding authority has 
prepared plans and specifications, received bids, and has determined to 
do by force account or by negotiation, the awarding authority shall make 
available the plans and specifications, an itemized estimate of cost and 
any informal bids for review by the Department of Examiners of Public 
Accounts and, upon completion of the project by an awarding authority, 
the final total costs together with an itemized list of cost of any and all 
changes made in the original plans and specifications shall also be made 
available for review by the Department of Examiners of Public Accounts. 
Furthermore, the above described information shall be made public by the 
awarding authority upon request. Upon the approval of the awarding 
authority, its duly authorized officer or officers may, when proceeding upon 
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the basis of force account, let any subdivision or unit of work by contract 
on informal bids. 

(e) No provision of this section shall be interpreted as precluding the use 
of convict labor by the awarding authority. This section shall not apply to 
routine maintenance and repair jobs done by maintenance personnel who 
are regular employees of the awarding authority, nor shall it apply to road 
or bridge construction work performed by an awarding authority's regular 
employees and own equipment. 

(f) No contract awarded to the lowest responsible and responsive bidder 
shall be assignable by the successful bidder without written consent of the 
awarding authority, and in no event shall a contract be assigned to an 
unsuccessful bidder whose bid was rejected because he or she was not a 
responsible or responsive bidder. 

(g) Any agreement or collusion among bidders or prospective bidders in 
restraint of freedom of competition to bid at a fixed price or to refrain from 
bidding or otherwise shall render the bids void and shall cause the bidders 
or prospective bidders to be disqualified from submitting further bids to the 
awarding authority on future lettings. Any bidder or prospective bidder who 
willfully participates in any agreement or collusion in restraint of freedom 
of competition shall be guilty of a felony and, on conviction thereof, shall 
be fined not less than five thousand dollars ($5,000) nor more than fifty 
thousand dollars ($50,000) or, at the discretion of the jury, shall be 
imprisoned in the penitentiary for not less than one nor more than three 
years. 

(h) Any disclosure in advance of the terms of a bid submitted in response 
to an advertisement for bids shall render the proceedings void and require 
advertisement and award anew. 

Section 39-2-7.  Effect of errors and discrepancies of prices in bids. 

In case of error in the extension of prices in bids, the unit price will 
govern. In case of discrepancy between the prices shown in the figures 
and in words, the words will govern. 

Section 39-2-8.  Execution of contracts and furnishing of performance 
bonds, etc., generally by bidders awarded contracts.  

The bidder to whom the award is made shall, when required, enter 
into a written contract on the form included in the proposal, plans, and 
specifications, furnish a performance bond and payment bond executed 
by a surety company duly authorized and qualified to make such bonds in 
the State of Alabama in the amount required by subsection (a) of Section 
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39-1-1 and provide evidence of insurance as required by the bid 
documents within the period specified or, if no period is specified, within 
15 days after the prescribed forms have been presented to him or her for 
signature. If extenuating circumstances prevail, the awarding authority 
may grant an extension in time not exceeding five days for the return of 
the contract, required bonds and required evidence of insurance. 

Section 39-2-9.  Approval of bonds, etc., and completion of execution of 
contracts by awarding authorities. 

The awarding authority shall approve the contractor's bonds 
meeting the requirements of Section 39-2-8 and the contractor's evidence 
of insurance meeting the requirements of the bid documents, as well as 
complete the execution of the contract, within 20 days after their 
presentation by the contractor unless the successful contractor agrees in 
writing to a longer period. 

Section 39-2-10.  Issuance of proceed orders by awarding authorities, 
etc. 

A proceed order shall be issued by the awarding authority within 15 
days after final execution of the contract by the awarding authority, and 
execution by the Governor if his or her signature on the contract is 
required by law, unless both parties agree in writing to a stipulated 
extension in time for the issuance of a proceed order. 
 
Section 39-2-11.  Proceedings upon failure of successful bidders to 
execute contracts and furnish bonds, etc.; death of a low bidder; effect of 
failure of awarding authorities to complete execution of contracts and 
issue proceed orders; withdrawal of low bid upon discovery of mistake. 

 
(a) Should the successful bidder or bidders to whom a contract is awarded 
fail to execute a contract and furnish acceptable contract securities and 
evidence of insurance as required by law within the period as set forth in 
Section 39-2-8, the awarding authority shall retain from the proposal 
guaranty, if it is a cashier's check, or recover from the principal or the 
sureties, if the guaranty is a bid bond, the difference between the amount 
of the contract as awarded and the amount of the proposal of the next 
lowest bidder. If no other bids are received, the full amount of the proposal 
guaranty shall be so retained or recovered as liquidated damages for such 
default. Any sums so retained or recovered shall be the property of the 
awarding authority. 

(b) In the event of the death of a low bidder between the date of the 
opening of bids and the 15 days following the date of award of contract as 
allowed in Section 39-2-8 for furnishing of contract securities and evidence 
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of insurance, the awarding authority shall return the proposal guaranty 
intact to the estate of the deceased low bidder. 

(c) Failure by the awarding authority to complete the execution of a 
contract and to issue a proceed order as required in Sections 39-2-9 and 
39-2-10 shall be just cause, unless both parties agree in writing to a 
stipulated extension in time for issuance of a proceed order, for the 
withdrawal of the contractor's bid and contract without forfeiture of the 
certified check or bond. 

(d) Except for contracts let by the Department of Transportation, if the low 
bidder discovers a mistake in its bid rendering a price substantially out of 
proportion to that of other bidders, the low bidder may seek withdrawal of 
its bid without forfeiture upon written notice to the awarding authority 
within three working days after the opening of bids whether or not award 
has been made. If the low bidder offers clear and convincing documentary 
evidence as soon as possible, but no later than three working days after 
the opening of bids, that it made such a mistake due to calculation or 
clerical error, an inadvertent omission, or a typographical error, the 
awarding authority shall permit withdrawal without forfeiture. The decision 
of the awarding authority shall be made within 10 days after receipt of the 
low bidder's evidence or by the next regular meeting of the awarding 
authority. In no event shall a mistake of law, judgment, or opinion 
constitute a valid ground for the withdrawal of a bid without forfeiture. 
Upon withdrawal of bid without forfeiture, the low bidder shall be prohibited 
from (1) doing any work on the contract, either as a subcontractor or in 
any other capacity, and (2) bidding on the same project if it is readvertised 
for letting. 

Section 39-2-12.  Partial and final payments of contractors by awarding 
authorities generally. 

(a) As used in this section the following words shall have the meanings 
ascribed to them as follows: 

(1) CONTRACTOR. Any natural person, partnership, company, firm, 
corporation, association, limited liability company, cooperative, or other 
legal entity licensed by the Alabama State Licensing Board for General 
Contractors. 

(2) NONRESIDENT CONTRACTOR. A contractor which is neither a. 
organized and existing under the laws of the State of Alabama, nor b. 
maintains its principal place of business in the State of Alabama. A 
nonresident contractor which has maintained a permanent branch office 
within the State of Alabama for at least five continuous years shall not 
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thereafter be deemed to be a nonresident contractor so long as the 
contractor continues to maintain a branch office within Alabama. 

(3) RETAINAGE. That money belonging to the contractor which has been 
retained by the awarding authority conditioned on final completion and 
acceptance of all work in connection with a project or projects by the 
contractor. 

(b) Unless otherwise provided in the specifications, partial payments shall 
be made as the work progresses at the end of each calendar month, or as 
soon thereafter as practicable, on the estimates made and approved by 
the awarding authority. In preparing estimates, the material del 

Section 39-2-13.  Promulgation of rules and regulations by awarding 
authorities. 

For the purpose of carrying into effect the terms of this chapter and 
insuring to the state and its political subdivisions the award of all contracts 
to responsible and responsive bidders, the awarding authority may 
prepare and promulgate rules and regulations it deems proper, but not 
inconsistent with the terms of this chapter. 

Section 39-2-14.  Registration of out-of-state contractors required; 
deposit; surety bond. 

(a) Every nonresident contractor, as defined in Section 39-2-12 shall 
register with the Department of Revenue prior to engaging in the 
performance of a contract in this state. At the time of registration the 
contractor shall deposit with the Department of Revenue five per centum 
of the amount such contractor is to receive for the performance of the 
contract which shall be held within a "contractors use tax fund" pending 
the completion of the contract, the determination of the taxes due this 
state and other governmental bodies, and the payment of same. In lieu of 
such deposit the contractor may provide a corporate surety bond to be 
approved by the Commissioner of Revenue as to form, sufficiency, value, 
amount, stability, and other features necessary to provide a guarantee of 
payment of the taxes due this state and other governmental bodies. 

(b) In addition, within 30 days after registration, the contractor shall file a 
statement with the Department of Revenue itemizing the machinery, 
materials, supplies, and equipment that he has or will have on hand at the 
time he begins the fulfillment of the contract where such tangible personal 
property has been brought, shipped, or transported from outside the State 
of Alabama upon which neither the use taxes or ad valorem taxes have 
been paid and shall pay the tax due thereon at the time of filing and 
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thereafter shall report and pay the tax as required by the Commissioner of 
Revenue. 

(c) Upon payment of the said taxes due, as required hereby, the deposit or 
the surety bond required herein shall be returned forthwith to the out-of-
state contractor posting same. 

(d) The Commissioner of Revenue shall have authority to promulgate 
rules and regulations to carry out the provisions of this section. 

Section 39-3-1.  Contracts for public works project financed entirely by 
state or subdivisions thereof to provide for use of domestic products if 
available, etc.; penalty. 

(a) The awarding authority contracting for a public works project to be 
financed entirely by the State of Alabama or any political subdivision of the 
state, shall stipulate or cause to be stipulated in the contract a provision 
whereby the person, firm, or corporation undertaking the project agrees to 
use in the execution of the contract materials, supplies, and products 
manufactured, mined, processed, or otherwise produced in the United 
States or its territories, if the same are available at reasonable and 
competitive prices and are not contrary to any sole source specification 
implemented under subsection (f) of Section 39-2-2. 

(b) In the event the contractor breaches the agreement to use domestic 
products, and domestic products are not used, there shall be a downward 
adjustment in the contract price equal to any realized savings or benefits 
to the contractor. 

Section 39-3-4.  Contractors for public works project financed entirely by 
state or subdivisions thereof to use steel produced in United States; 
penalty. 

(a) Any contractor for a public works project, financed entirely by the State 
of Alabama or any political subdivision thereof, within this state shall use 
steel produced within the United States when specifications in the 
construction contract require the use of steel and do not limit its supply to 
a sole source under subsection (f) of Section 39-2-2. If the awarding 
authority decides that the procurement of the above mentioned domestic 
steel products becomes impractical as a result of a national emergency, 
national strike, or other cause, the awarding authority shall waive the 
above restriction. 

(b) In the event the contractor violates the domestic steel requirements of 
subsection (a), and domestic steel is not used, there shall be a downward 
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adjustment in the contract price equal to any realized savings or benefits 
to the contractor. 

Section 39-3-5.  Preference to resident contractors in letting of certain 
public contracts. 

(a) In the letting of public contracts in which any state, county, or municipal 
funds are utilized, except those contracts funded in whole or in part with 
funds received from a federal agency, preference shall be given to 
resident contractors, and a nonresident bidder domiciled in a state having 
laws granting preference to local contractors shall be awarded Alabama 
public contracts only on the same basis as the nonresident bidder's state 
awards contracts to Alabama contractors bidding under similar 
circumstances; and resident contractors in Alabama, as defined in Section 
39-2-12, be they corporate, individuals, or partnerships, are to be granted 
preference over nonresidents in awarding of contracts in the same manner 
and to the same Extent as provided by the laws of the state of domicile of 
the nonresident. 

(b) A summary of this law shall be made a part of the advertised 
specifications of all projects affected by this law. 

Section 39-5-1.  Contracts let in violation of law unenforceable; certificate 
of compliance; rebuttable presumption of compliance.  

(a) No civil action shall be brought or maintained by a contractor in any 
court in this state to require any awarding authority to pay out public funds 
for work and labor done, for materials supplied, or on any account 
connected with performance of a contract for public works, if the contract 
was let or executed in violation of or contrary to this title or any other 
provision of law. 

(b) The awarding authority shall, prior to the execution of final contracts 
and bonds, certify that the contract to be awarded is let in compliance with 
this title and all other applicable provisions of law; and, only for purposes 
of a civil action as referenced in subsection (a), the issuance of the 
certificate by the awarding authority shall constitute a presumption that the 
contract was let in accordance with the laws. The presumption may be 
rebutted only by a showing with clear and convincing evidence that the 
certification is false or fraudulent and that the contractor knew that the 
certification was false or fraudulent before execution of the contract. 

Section 39-5-2.  Issuance of false or fraudulent certificate of compliance. 

Any awarding authority or its agents issuing a willfully false or 
fraudulent certificate as required by Section 39-5-1 shall be guilty of a 
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felony and, on conviction thereof, shall be fined not less than five 
thousand dollars ($5,000) nor more than fifty thousand dollars ($50,000) 
or, at the discretion of the jury, shall be imprisoned in the penitentiary for 
not less than one nor more than three years. 

Section 39-5-3.  Actions to recover funds received under such contracts. 

An action shall be brought by the Attorney General or may be 
brought by any interested citizen, in the name and for the benefit of the 
awarding authority, to recover paid public funds from the contractor, its 
surety, or any person receiving funds under any public works contract let 
in violation of or contrary to this title or any other provision of law, if there 
is clear and convincing evidence that the contractor, its surety, or such 
person knew of the violation before execution of the contract. The action 
shall be commenced within three years of final settlement of the contract. 

Section 39-5-4.  Actions to enjoin letting or execution of such contracts or 
payment of public funds thereunder. 

The Attorney General, a bona fide unsuccessful or disqualified 
bidder, or any interested citizen may maintain an action to enjoin the 
letting or execution of any public works contract in violation of or contrary 
to the provisions of this title or any other statute and may enjoin payment 
of any public funds under any such contract. In the case of a successful 
action brought by a bidder, reasonable bid preparation costs shall be 
recoverable by that bidder. The action shall be commenced within 45 days 
of the contract award. 

Section 39-5-5.  Persons entering into contracts for public works 
presumed to have notice of title. 

All persons or parties entering into contracts or agreements with an 
awarding authority for the construction of a public work shall be 
conclusively presumed to have notice of the provisions of this title. 

Section 39-5-6.  Provisions of title mandatory; construction and 
application of title. 

The provisions of this title are mandatory, and shall be construed to 
require strict competitive bidding on contracts for public works. The courts 
shall not invoke or apply any principle of quantum meruit, estoppel, or any 
other legal or equitable principle which would allow recovery for work and 
labor done or materials furnished under any contract let in violation of 
competitive bidding requirements as prescribed by law. 
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30.  ANNUAL APPORTIONMENT OF STATE FUNDS 
 
 

STATE BOARD OF EDUCATION 
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290-2-1-.01 Annual Apportionment of Foundation Program Funds.  Regulations of the State 
Board of Education pertaining to the annual apportionment of the foundation program funds 
effective October 1, 2014.  The cost of the foundation program shall be determined and the 
allotments made in accordance with the provisions of Ala. Acts 95-314, 95-313, 2014-456 and 
as hereinafter provided: 
 
 (1) Cost of the Foundation Program.  The cost of the foundation program shall be 
computed in four categories for each public school with students in attendance in each local 
board of education.  Small groups of special populations housed at a non-school site shall be 
aggregated under a school code of 0001.  The four categories are salaries for foundation 
program units, fringe benefits for foundation program salaries, classroom instructional support 
for foundation program, and other current expense for foundation program units.  The total of 
the cost in the four categories calculated as defined herein is the cost of the foundation 
program for each school. 
 (a) Salaries for Foundation Program Units.  Teacher units and instructional support 
units shall be used to calculate the cost of salaries for foundation program units for 187 day 
contracts. 
 1. Foundation program weighted grade divisors are established for 
kindergarten through grade 12.  The grade divisors include an adjustment for weighting 
special education and career and technical education to reflect increased programmatic 
costs.  The adjustment for special education reflects 5% average daily membership 
(ADM) weighted 2.5 in all grades.  The adjustment for career and technical education 
reflects 7.4% ADM weighted 1.4 in grades seven and eight and 16.5% ADM weighted 
2.0 in grades nine through twelve.  In support of Alabama College and Career 
Standards, local boards of education will work to employ a minimum of 75% of the 
specific teacher types in the concentration areas that are calculated.    Foundation 
program calculations for FY 2015 are based on the following funding divisors: 14.25 in 
kindergarten through grade three; 21.85 in grades four through six; 20.20 in grades 
seven and eight; and 18.45 in grades nine through twelve. 
 (i) Teacher units are calculated by dividing the grade ADM by the 
grade divisor and summing over all grades in the school.  The ADM by grade is the 
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average number of students enrolled on a daily basis for the first 20 scholastic days 
following Labor Day of the preceding school year. 
 (ii) Instructional support units are calculated in the classifications of 
principal, assistant principal, counselor, and librarian as recommended in the 
accreditation standards for elementary schools, middle schools, and secondary schools, 
according to the AdvancED standards. 
 (iii) A principal unit and a counselor unit shall be calculated for each 
state approved career technical education center (CTE center).  A local board that does 
not operate a CTE center shall receive a pro rata portion of a unit allocation to provide 
system-wide supervision of career technical education as determined by the students 
enrolled in career technical education courses in grades 9-12.   
 (iv) Principal units shall be extended by .45 for secondary schools and 
CTE centers, by .31 for elementary schools, and by .35 for middle schools for salary 
calculations.  Assistant principal units shall be extended by .10 for elementary schools, 
middle schools, and secondary schools for salary calculations.  Counselor units shall be 
extended by .03 for secondary schools and CTE centers for salary calculations. 
 (v) The total of teacher units, instructional support units, and CTE center 
units shall constitute the foundation program units at each school in the foundation 
program cost calculations. 
 2. Units shall be converted to dollars in the cost calculations through the use 
of a salary matrix (state minimum salary schedule) as specified in the FY 2015 Education 
Trust Fund (ETF) appropriations act. 
 (i) The state minimum salary schedule gives consideration to 
experience, certification, and the degree level at which a certificated employee is 
employed for a standard 187 day contract.  The degree levels are Bachelor’s, Master’s, 
Sixth-year Program, Doctoral, and non-degree. 
 (I) Teachers holding career and technical education certificates 
endorsed in technical education or healthcare science and technology shall be paid at 
the appropriate degree equivalency in accordance with Rule 290-3-2. 
 (II) Experience shall be considered in three year increments up 
to 30 years.  Experience is defined as public education experience with fractional year 
as defined by the Alabama Teachers’ Retirement System for earning years of service.  
Local boards shall place employees holding positions requiring certification on the 
salary schedule considering the highest degree earned from a regionally accredited 
institution and years of experience served in public education.  Employees advance to 
the next experience step of the salary schedule on the anniversary date of experience.  
Local boards shall notify the State Department of Education of the earned advanced 
degree for each employee in a timely fashion.  An employee shall be paid for an 
advanced degree in the pay period that begins after the advanced degree is recognized 
by the State Department of Education, provided that, if an employee has completed 
service under contract for the scholastic year, the advanced degree pay shall begin with 
the first pay period for service under contract in the subsequent scholastic year. 
 (ii) A percentage of each year’s foundation program units shall be 
calculated at each cell of the state minimum salary schedule.  The percentage is the 
actual number of certificated personnel employed by a school in each cell divided by the 
total number of state and local certificated personnel employed by the same school in 
the prior year.  The product of units, percentage by cell, and state minimum salary 
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amount for the cell summed over all cells is the foundation program salary cost for each 
school. 
 (b) Fringe Benefits for Foundation Program Salaries.  Fringe benefits costs 
shall be computed on salaries for foundation program units at rates established in the 
ETF appropriations act or as otherwise required by state or federal law.  Fringe benefits 
are computed for FICA, Medicare, health insurance (PEEHIP), matching retirement, 
unemployment compensation, and leave (sick and personal).  The total of fringe 
benefits in the categories listed for all foundation program units at a school shall be the 
fringe benefits costs on foundation program units at each school. 
 (c) Classroom Instructional Support for the Foundation Program.  Classroom 
instructional support costs are calculated for all foundation program units in the category 
of student materials at a rate per unit and for textbooks or digital resources at a rate per 
ADM, specified in the ETF appropriations act. 
 (d) Other Current Expense for Foundation Program Units.  Other Current 
Expense (OCE) cost shall be calculated as a fixed amount multiplied times the number of 
foundation program units.  OCE may be used to pay salaries and fringe benefits for 
support personnel.  The State Superintendent of Education may approve a request by a 
local board of education for redirecting OCE funds designated for pass-through 
calculations to their local Child Nutrition Program if the redirected funds do not prevent 
the CNP of that local board of education from maintaining a fund balance equal to or 
greater than a two-month operating reserve according to the provisions of Section 11 of 
the Education Trust Fund Budget approved by the Alabama Legislature in Act No. 2014-
456. 
 (e) Total School Foundation Program Cost.  The total foundation program cost 
for a school shall be the total of the salaries, fringe benefits, classroom instructional 
support, and other current expense calculated for that school. 
 (f) Total Local Board Foundation Program Funds.  The sum of the calculated 
foundation program cost for all schools within a local board is the total foundation 
program funds for a local board in FY 2015. 
 
 (2) Allotment of the Foundation Program Cost.  The local board foundation program 
cost from (1)(f) above less the required local effort shall be the foundation program 
allotment for each local board from the ETF to be allocated to local boards on a monthly 
basis in twelve installments.  The required local effort for each local board for its share of 
the cost of the foundation program shall be the equivalent of 10 district mills of ad valorem 
tax. 
 
 (3) Requirements for Expending Foundation Program Funds.  In expending foundation 
program funds, each local board shall meet the following conditions: 
 (a) provide a school year of at least 180 full instructional days, or the hourly 
equivalents thereof; 
 (b) provide the equivalent of at least 10 district mills of local ad valorem tax 
support; 
 (c) adopt a salary schedule for certificated personnel that reflects at least 100% 
of the state minimum salary schedule per cell as well as 100% of the state minimum 
salary schedule adjusted for extended contracts for career and technical education 
personnel; 
    
  722        
     



Alabama Public School Finance Reference 
Reporting - Annual Apportionment of State Funds 
 
 
 (d) meet federally mandated maintenance of effort requirements; 
 (e) spend all calculated salaries for foundation program units for instructional 
salaries; 
 (f)  continue operations at all career and technical education centers in 
existence in FY95 and pay a pro rata share of the cost of any CTE center providing 
service to more than one school system; 
 (g) distribute foundation program allocated funds based on current year student 
population and programs needed to serve the current year students. 
 
 (4) Requirements to Receive State Funds.  In order to receive state funds, local 
boards of education are required to furnish information and file reports and records 
required by the State Board. 
 (a) Local boards of education are required to prepare budgets and financial 
statements that meet reporting requirements of the State Department of Education.  The 
State Superintendent shall prepare the forms and procedures for completing budgets and 
financial statements. 
 1. Local boards of education are required to maintain a supplemental 
inventory of equipment items not classified as fixed assets. 
 2. Local boards of education are required to reconcile bank statements on a 
timely basis. 
 3. Local boards of education are required to maintain accounting records 
and to follow accounting and internal control procedures that comply with generally 
accepted accounting principles. 
 (b) Local boards of education are required to provide the annual accountability 
reports required by Ala. Code §16-6B-7 (1975).  The State Superintendent shall prepare 
the procedures for completion and distribution of annual accountability reports. 
 (c) Local boards of education are required to be audited in accordance with state 
laws, federal laws and regulations, and the audit standards issued by the State 
Department of Education.  The State Superintendent shall issue audit standards requiring 
a single audit of local school funds, federal funds, state funds, local funds, and other 
funds under the control of school officials. 
 (d) Local boards of education are required to provide attendance data, personnel 
data, and other information necessary to calculate the cost of the Foundation Program 
and other state funds.  The State Superintendent shall establish procedures for collecting 
this information. 
 (e) Local superintendents are required to provide monthly financial reports, 
monthly check register report, and other information for the local boards of education as 
required by the Act No. 2006-196. 
 (f) The State Superintendent may withhold state funds from a local board of 
education that fails to provide data necessary to calculate the cost of the Foundation 
Program and other state funds. 
 (g) The State Superintendent may withhold state funds from a local board of 
education that fails to successfully complete other reporting requirements set forth by the 
State Superintendent. 
 

(5) Penalties.  Penalties shall be imposed against local boards for: 
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 (a) Failure to operate schools the minimum 180 full instructional-day term, or 
hourly equivalent thereof, pursuant to Ala. Acts 2011-235 or 2012-482; 
 (b) Deficit spending pursuant to Ala. Code § 16-13-144 (1975), however, the 
State Superintendent may waive all or part of the penalty if the school system has made 
a substantial effort to remove the deficit and agrees to develop an approved financial 
plan; and, 
 (c) Assigning a teacher to teach a subject for which the teacher does not hold 
proper certification as defined in Rule 290-3-2-.02(2)(e).  The penalty will be a minimum 
of $500 per teacher per year. 
 (d) Failure to timely notify parents of the options available for a parent of a 
student enrolled in or assigned to attend a failing school as required by Act No. 2013-
265. 
 
 (6) Flexibility. For FY 2015, local boards of education may exercise flexibility among 
line item expenditures, except for Fleet Renewal funds, according to the provisions of 
Section 10 of the Education Trust Fund Budget approved in Alabama Legislative Act 
No. 2014-456. 
 
Author:  Ed Richardson. 
Statutory Authority: Ala. Code §§16-13-230 et. seq. (1975). 
History:  Amended 8-12-93, effective 9-17-93; emergency rules 7-21-94, new rules 9-8-94, effective 10-13-94; emergency rules 9-14-95, 
effective 9-14-95; amended 4-11-96, effective 5-16-96; emergency rules 7-9-96, effective 7-9-96; emergency rules 10-10-97, effective 
10-10-97; emergency rules 7-14-98, effective 8-7-98; amended 11-18-99, effective 12-23-99; amended 12-14-00, effective 1-18-01; 
amended 11-8-01, effective 12-13-01; amended 9-12-02, effective 10-17-02; amended 1-8-04, effective 2-12-04; amended 9-9-04, 
effective 10-14-04; amended 11-10-05, effective 12-15-05; amended 11-9-06, effective 12-14-06; amended 9-13-07, effective 10-18-07; 
amended 11-13-08, effective 12-18-08; amended 9-10-09, effective 10-15-09; amended 11-18-10, effective 12-23-10; amended 12-8-
11, effective 1-11-12; emergency rule 9-13-12; amended 11-8-12, effective 12-13-12; amended 9-12-13, effective 10-17-13; amended 
9-10-14, effective 10-15-14; 
 
290-2-1-.02 Annual Apportionment of Current Units.  
 
 (1) Using the previous three years’ ADM for the first 20 days following Labor Day, a 
projection shall be made for the next year’s current units.  Using the state average of 
foundation program cost per unit, an amount of state funds shall be set apart to fund earned 
current units as defined below. 
 
 (2) Using a local board’s first 20 days following Labor Day ADM for the current year 
and the first 20 days following Labor Day ADM of the prior year, current units shall be 
calculated as follows: The ADM difference, current year less prior year, for each grade shall 
be divided by the applicable grade divisor.  The total of this calculation over grade 
kindergarten through grade 12 will be the number of earned current units if the total is a 
positive number.  The number of earned current units multiplied by the average foundation 
program cost per unit shall be the maximum current unit allotment for each local board 
earning current units.  If the number of current units earned is greater than the number 
projected, the amount per unit will be prorated to allocate no more ETF funds than have been 
set aside.  If the number of current units earned is less than the number projected, each unit 
will be allocated at the rate established in the projection.  The balance will be distributed to all 
local boards on the same basis as other current expense in the cost calculations of the 
foundation program.  After the first 20 days following Labor Day ADM is finalized and verified, 
the current unit allocation will be converted to a monthly allocation based on the number of 
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months remaining in the fiscal year and the local board’s monthly allocation will be 
appropriately adjusted. 
 (3) The State Superintendent may exclude from a local board’s ADM the ADM of 
students displaced as a result of a natural disaster. 
 
Author:  Ed Richardson. 
Statutory Authority: Ala. Code §§16-13-230 et. seq. (1975). 
History:  Amended 8-12-93, effective 9-17-93; emergency rules 7-21-94, new rules 9-8-94, effective 10-13-94; emergency 
rules 9-14-95, effective 9-14-95; emergency rules 7-9-96, effective 7-9-96; emergency rules 10-10-97, effective 10-10-97; 
emergency rules 7-14-98, effective 8-7-98; amended 11-18-99, effective 12-23-99; amended 2-9-06, effective 3-16-06; 
amended 11-9-06, effective 12-14-06; amended 9-13-07, effective 10-18-07; amended 11-13-08, effective 12-18-08. 
 
290-2-1-.03 Annual Apportionment of Transportation Funds. 
 
 (1) Calculations for the average daily number of transported pupils shall include only 
the transportation of children who live two miles or more from a school center; provided, 
however, that the transportation of disabled pupils living any distance from a school shall be 
included if transported at public expense. 
 (a) The State Superintendent shall have the authority to exclude the number of 
children transported to school centers which are unapproved by surveys conducted by the 
State Department of Education. 
 (b) The State Superintendent shall have the authority to exclude the number of 
children transported on dangerous vehicles. 
 (c) If a survey shows that the reported number of children transported by a local 
board exceeds the number of children living two miles or more from school centers approved 
by survey, the State Superintendent shall have the authority to reduce proportionately the 
number of transported pupils reported by that local board to the transportation saturation point 
as determined by survey. 
 (d) The State Superintendent shall have the authority to waive the two mile limit 
upon petition by the local board to protect the safety of the children. 
 (e) The count of transported pupils for any year shall be based upon reports of 
transported pupils for the previous year, subject to the provisions of these regulations. 
 
 (2) Calculation of Operating Allocation.  The operating allocation for transportation 
shall be calculated as follows: 
 (a) Local boards must report transportation data to the State Department of 
Education on an annual basis.  Data reported shall include route number, bus number, 
chassis model year, type route, number of students transported one way, loaded miles one 
way, and system number if transporting for another system. 

 (b) The operating cost per local board is determined from the financial statement 
non-salary operating cost, route reports for fuel calculations, eligible buses and staffing 
requirements; personnel reports for salaries and benefits, and full-time transportation counts 
for PEEHIP calculations.   
 
 (3) Calculation of Fleet Renewal Allocation.  Fleet renewal allocations are based 
on a 10 year depreciation schedule.  Buses used on daily routes qualify for fleet 
renewal.  New buses ordered on bids awarded before November 1 will be counted 
towards the fleet renewal allocation. 
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 (4) The Annual Transportation Allowance.  The total transportation allocation for 
each local board is the sum of the operating allocation and the fleet renewal allocation.  
The amount of the annual transportation allowance resulting from the depreciation of 
school buses shall be set aside for fleet renewal for new bus purchases or for servicing a 
debt resulting from new bus purchases.  Debt obligations for bus purchases must be 
approved by the State Superintendent.  Fleet renewal funds may not be used for 
operating cost and may be carried over to future years. 
 
Author:  Ed Richardson. 
Statutory Authority: Ala. Code §16-13-233 (1975). 
History:  Amended 8-12-93, effective 9-17-93; emergency rules 7-21-94, new rules 9-8-94, effective 10-13-94; emergency rules 9-14-95, 
effective 9-14-95; emergency rules 7-9-96, effective 7-9-96; emergency rules 10-10-97, effective 10-10-97; emergency rules 7-14-98, 
effective 8-7-98; amended 11-18-99, effective 12-23-99; amended 12-14-00, effective 1-18-01; amended 11-8-01, effective 12-13-01; 
amended 9-12-02, effective 10-17-02; amended 1-8-04, effective 2-12-04; amended 9-9-04, effective 10-14-04; amended 11-10-05, 
effective 12-15-05; amended 11-9-06, effective 12-14-06; amended 11-13-08, effective 12-18-08; amended 11-18-10, effective 12-23-
10 
 
290-2-1-.04 Annual Apportionment of Public School Funds.  The Public School Fund (PSF) 
shall be apportioned each year to provide funds for capital improvements of public school 
facilities as hereinafter provided: 
 
 (1) Capital Improvement Funds.  The PSF shall be apportioned on the basis of a 
distribution method that uses the ability of the local board to raise local revenues, has a 
variable matching scale and guarantees each local board will receive the same amount 
per pupil (ADM) in matched funds. 
 (a) The ability of the local board shall be defined as the yield of one mill of district 
ad valorem tax per pupil based on the prior year’s financial data and prior year’s first 20 
scholastic days following Labor Day ADM. 
 (b) The allotment of PSF funds for capital improvements shall be on the basis of 
a guaranteed tax yield calculation matched to 2 times the maximum yield per mill per 
ADM.  The number of mills guaranteed will depend on the amount of PSF available after 
the set aside in (1) above. 
 1. If Z is the number of guaranteed mills, M is the maximum yield per mill 
over all local boards, Y is the yield per mill per ADM for a local board, and A is the prior 
year first 20 scholastic days following Labor Day ADM, the local board shall receive 
(Z*(2M-Y)* A) state PSF funds and must match with (Z*Y*A) local funds.  The local 
matching funds may be used as debt service.  PSF Capital Improvement Funds may be 
used to service a debt for capital improvements. 
 2. PSF Capital Improvement Funds must be for capital improvements as 
identified in Alabama Legislative Act No. 2011-163. 
 
Author:  Ed Richardson. 
Statutory Authority: Ala. Code §§230 et. seq. (1975). 
History:  Amended 8-12-93, effective 9-17-93; emergency rules 7-21-94, new rules 9-8-94, effective 10-13-94; emergency rules 9-14-95, 
effective 9-14-95; emergency rules 7-9-96, effective 7-9-96; emergency rules 10-10-97, effective 10-10-97; emergency rules 7-14-98, 
effective 8-7-98; amended 11-18-99, effective 12-23-99; amended 12-14-00, effective 1-18-01; amended 11-8-01, effective 12-13-01; 
amended 9-12-02, effective 10-17-02; amended 1-8-04, effective 2-12-04; amended 9-9-04, effective 10-14-04; amended 11-10-05, 
effective 12-15-05; amended 11-9-06, effective 12-14-06; amended 9-13-07, effective 10-18-07; amended 11-13-08, effective 12-18-08; 
amended 9-10-09, effective 10-15-09; amended 11-18-10, effective 12-23-10; amended 12-8-11, effective 11-11-12; emergency rule 9-
13-12; amended 11-8-12, effective 12-13-12; amended 9-12-13, effective 10-17-13; amended 9-10-14, effective 10-15-14 
 
290-2-1-.05 Annual Apportionment of At-Risk Funds.  The at-risk funds shall be apportioned 
to provide funds for development of programs that address the needs of at-risk students as 
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defined by the State Board of Education.  These programs shall provide the additional 
services that increase the amount and quality of instructional time with extended learning time 
opportunities including but not limited to before and after school programs, summer 
programs, tutoring programs, weekend programs, and alternative schools.  A portion of the 
appropriation may also be used for training parents and teachers to work with at-risk students 
and to provide services that meet identified critical needs of at-risk students.  School systems 
receiving special grant funds from at-risk or other fund sources for early 
intervention/special/innovative/pilot learning projects will be required to submit a written 
proposal for funds before any release of funds occurs and the funded programs will require a 
year-end summary of activities so that the project can be evaluated by the Department or its 
agent before or shortly after the end of the first full year of implementation and thereafter, if 
continued. 
 
 (1) At-Risk Allotment.  For each school the number of free and reduced price lunch 
eligible students at the end of the first 20 days of attendance following Labor Day is divided 
by the first 20 days ADM following Labor Day.  The number of students scoring in levels 1 or 
2 (not proficient), is divided by the number tested for the grades in the school that are 
included in the ARMT testing program.  The two quotients computed are averaged and the 
result is multiplied by the total ADM for the school to identify the number of students for every 
school.  Schools with no grades tested on the ARMT are assigned 0 for the number scoring in 
levels 1 or 2.  The total from all schools within a local school system is used to compute the 
system at-risk allocation.  The system at-risk allocation must be used in accordance with the 
at-risk plan submitted by the local board to the State Superintendent.  Funds are restricted for 
use at schools within a system that were used to generate at-risk funds unless provisions are 
included in the system at-risk plan and approved by the State Superintendent. 
 
Author:  Ed Richardson. 
Statutory Authority: Ala. Code §§230 et. seq. (1975). 
History:  Amended 8-12-93, effective 9-17-93; emergency rules 7-21-94, new rules 9-8-94, effective 10-13-94; emergency rules 9-14-95, 
effective 9-14-95; emergency rules 7-9-96, effective 7-9-96; amended 5-13-98, effective 6-24-98; amended 11-9-06, effective 12-14-06; 
amended 9-13-07, effective 10-18-07; amended 11-13-08, effective 12-18-08. 
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31.  GLOSSARY OF TERMS 
 
 
Abated Property - An abatement is a reduction or elimination of a taxpayer's liability for a 
tax.  An ad valorem abatement is a freedom from the requirements of ad valorem taxation 
that may be granted by authorized entities.  When such an abatement is granted to, for 
example, an industrial site, such site is no longer considered as subject to the rules of ad 
valorem taxation and is therefore not appraised; the site and its improvements if not 
appraised cannot be assessed and therefore cannot be taxed. 
 
Account – A descriptive heading under which are recorded financial transactions that are 
similar in terms of purpose, object, or source (Hack, Candoli, and Ray, p. 385).  A record 
of financial transactions that are similar in terms of a given frame of reference, such as 
purpose, objective, or source. 
 
Account Group – These are a grouping of records which account for and control general 
fixed assets and unmatured principal of general long-term debt. 
 
Accounting - The procedure of maintaining systemic records of events relating to 
persons, objects, or money and summarizing, analyzing, and interpreting the results 
thereof (Hack, Candoli, and Ray, p. 385).] 
 
Accounting Period - A period of time for which financial statements are prepared. (i.e., 
July 1 through June 30).] 
 
Accounts Payable - Unpaid balances or invoices against an internal fund which are 
owed. 
 
Accounts Receivable - Amounts owed to the internal funds. 
 
Accrual Method of Accounting - A method of accounting whereby income is recorded 
when earned, whether or not the money has been received at the time, and expenses are 
recorded when incurred, whether or not any money has actually been paid out.  Revenues 
are recognized when earned rather than when cash is received; expenditures are 
recognized then incurred rather than when paid (McKeown, Petty, Scott, and Martin, p. 
G.1.). 
 
ADA – ADA is an abbreviation for student average daily attendance, and ADM is an 
abbreviation for student average daily membership.  These are the official measures used 
in most state school aid formulas to calculate state aid (Odden and Picus, p. 330).  ADA is 
the aggregate attendance of a given school during a reporting period divided by the 
number of days school is in session during the counting period. 
 
ADM - ADM is the aggregate membership of a school during a reporting period divided by 
the number of days school is in session during the period (NEA.1997-98).  In Alabama, 
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ADM is calculated for purposes of the Foundation Program by aggregating membership 
over the first 40 scholastic days of the school year and dividing by 40. 
 
Ad Valorem Tax - Latin for according to the value; at or by the value.  Ad valorem tax is 
the tax on property according to the value of the property, both real and personal. 
 
Alabama Public School and College Authority – Established by the Alabama 
Legislature for the construction, alteration, and improvement of public and other facilities 
for public education purposes in the State, including the procurement of sites and 
equipment.  The Authority is a public corporation composed of the Governor, the Director 
of Finance, and the State Superintendent of Education.   The Authority may issue bonds 
for specific amounts as authorized by the legislature in anticipation of the receipt of certain 
revenues earmarked to the ETF.  Debt service is paid from revenues irrevocably pledged 
to the ETF and therefore are not general obligations of the states.  Proceeds from the sale 
of bonds are expended for the specific purposes to recipient agencies as prescribed in the 
authorization legislation (Code of Alabama 1975, Sections 16-16-1 to 16-16-13). 
 
Allocation – Funds set aside and distributed for a particular purpose for a specified period 
of time.  Such funds may be from federal, state, or local sources.  However, the most 
common usage of the term refers to appropriations from the state which are allocated for a 
specified purpose and who terms of allocation shall not extend past the state fiscal year.   
 
Amortization of Debt – The gradual payment of an amount owed according to a specified 
schedule of times and amounts.  This includes the payment of principal and interest and is 
commonly referred to in the retirement of long term debt such as bonds and revenue 
warrants (Hack, Candoli, and Ray, p. 385). 
 
Appraisal – The act of making an estimate of value, particularly of the value of property, 
by systematic procedures that include physical examination, pricing, and often engineering 
estimates (Hack, Candoli, and Ray, p. 385). 
 
Appropriations – The terms may refer to money set aside for a specific use from federal, 
state, or local sources by Congress, the Legislature of Alabama, or the local governing 
board of a local school system.  Furthermore, such funds must be appropriated at the local 
school system level by inclusion in their local budgets.  Such budgets must be approved 
by the local board and the State Superintendent of Education before expenditures of 
federal, state, or local appropriations can be made legally.  Generally an appropriation is 
an authorization by a legislative body to make expenditures and to incur obligations for 
specific purposes.  This can include money set aside by a city council or county 
commission for school purposes from funds which have not been collected specifically as 
school taxes (Hack, Candoli, and Ray, p. 385). 
 
Appraised Valuation -  The fair market value of taxable property as determined by a 
government agency or tax assessor.  In Alabama there are two acceptable processes.  
The first is fair and reasonable market value.  This is the price at which the property would 
change hands between a willing buyer and a willing seller, neither being under any 
compulsion to buy or to sell and both having reasonable knowledge of relevant facts.  The 
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second is current use value.  This is the property's worth at the use to which currently 
being put, not the value of its potential use.  This provision applies only to Class III 
property and is an appraisal process which must be requested by the owner.  
 
Assessed Valuation - The value of a taxable property as determined by a government 
agency or tax assessor.  Taxes are paid on the basis on a property's assessed valuation.  
The assessed valuation of property in most states and localities is usually less than the fair 
market value of the property.  In Alabama, the value of the property is constitutionally 
reduced below the fair market value for the determination of the taxes due.  This reduction 
in value is through the application of an assessment ratio.  The assessed valuation is the 
product of the appraised value times the applicable assessment ratio.   
 
Asset - Something of value that is owned by an entity 
 
Assets, Current - Cash and other assets readily converted into cash, such as accounts 
receivable, inventory, and some prepaid expenses. 
 
Assets, Fixed - Land, buildings, machinery, furniture, and other equipment which the 
school system intends to hold or continue in use over a long period of time. "Fixed" 
denotes probability of intent to continue use or possession, and does not indicate 
immobility of an asset. 
 
Assessment Ratio – The ratio of the assessed value of property to the fair market value 
or selling price,  Assessment ratio commonly used to reduce the portion of the fair market 
value of certain classes of property in order to unequally assess the property tax burden 
among the various classes.  See Classified Property System. 
 
Assets – The things of value which a school system owns (Hack, Candoli, and Ray, p. 
385). 
 
Audit – The examination of records and documents and the securing of other evidence for 
one or more of the following purposes:  (a) determining the propriety of proposed or 
completed transactions; (b) ascertaining whether all transactions have been recorded; and 
(c) determining whether transactions are accurately recording in the accounts and in the 
statements drawn from the accounts (Hack, Candoli, and Ray, p. 386). 
 
Average Salary – The arithmetic mean of the salaries of the group described.  This figure 
is the average gross salary before deductions for Social Security, retirement, health 
insurance, etc. (NEA, 1998.). 
 
Balance - The difference between the total debits and the total credits of an account; 
the total of an account containing only debits or only credits. 
 
Bank Deposit - The total amount of money taken in and recorded on receipts for a 
specified time period and deposited intact with a depository 
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Block Grant – Commonly used to describe a type of federal aid to the states which the 
following characteristics:  (1) consolidates a number of categorical aid programs to give 
state (or local) officials more discretion about using the funding across categories; (2) fixes 
allocations in advance so that future funding is not tied to changes in the number of eligible 
beneficiaries or payment levels; and (3) reduces federal regulation and oversight so that 
state (or local) officials can spend more effort designing programs that serve their ends 
and reduce reporting requirements (Peterson, 1995, p. 1). 
 
Bond – An interest-bearing certificate of debt, being one of a series constituting a loan 
made to, and an obligation of, a government or business corporation; a formal promise by 
the borrower to pay the lender a certain sum of money at a fixed future date with or without 
security, and signed and sealed by the maker (borrower); a promise to pay two things:  (1) 
a principal amount on a stated future date, and (2) a series of interest payments, usually 
semi-annually during its life (Munn, p. 71).  In addition, in Alabama a bond as a financial 
instrument has been distinguished by the courts from a revenue warrant in that a bond 
possesses the characteristics of transferability and recourse in court, while a revenue 
warrant does not. 
 
Budget – A plan of financial operation incorporating an estimate of proposed expenditures 
for a given period or purpose, and the proposed means of budgeting them (Hack, Candoli, 
and Ray, p. 386). 
 
Budget Calendar – A listing of all the activities which are required during the budgeting 
process and arranged chronically by month.  A calendar of budgetary events of an 
organization which identifies all areas of the budget, assigns responsibility to an 
administrator and lays out the process with deadlines or dates by which accomplishments 
must be recorded. 
 
Callable Bond – A bond which permits or requires the user to redeem the obligation prior 
to the stated maturity date at a special price, usually at or above par by giving notice of 
redemption in the manner specified in the bond contract (Rebore and Rebore, p. 91). 
 
Capital Outlay – An expenditure that results in the acquisition of fixed assets or additions 
to fixed assets that are presumed to have benefits for more than one year.   It is an 
expenditure for land or existing buildings (Hack, Candoli, and Ray, p. 386). 
 
Cash - Currency, checks, postal and express money orders, and bank deposits 
including certificates of deposit. 
 
Cash Basis Accounting – A method of accounting in which a record is made of revenue 
when actually received as cash and expenditures are recorded when cash is actually 
dispersed in payment of liabilities.  This often leads to misleading financial statements and 
is not in accordance with generally accepted accounting principles (Weygandt, Kieso, and 
Bell, p. 107).  The basis of accounting under which revenues are recorded only when 
actually received and only cash disbursements are recorded as expenditures. 
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Cash Discount - An allowance received or given if payment is completed within a 
stated period. The term is not to be confused with "trade discount". 
 
Categorical Aid - can refer to either state or federal aid for public education which is 
designated for a specific purpose and is restricted to that purpose only.  Examples are 
transportation, special education, vocational education, and capital construction.  
Generally these programs do not take into account the local ability to pay.  Generally, 
equalization programs of general state aid are not considered categorical aid programs 
(Augenblick, Fulton, and Pipho, 1991, p. 27).    
 
Change Fund - An amount of money obtained by issuing a check to a designated 
individual for the purpose of making change for a specific event. No expenditures are to 
be made from these monies. 
 
Chart of Accounts – A list of the accounts that are generally used in an individual 
accounting system.  It includes the account title and an account number that has been 
assigned to each account (Hack, Candoli, and Ray, p. 386). 
 
Check - A written order on a bank to pay on demand a specified sum of money to a 
named person, to his order, or to bearer from money on deposit to the credit of the 
maker. It is canceled when it has been paid by the bank and thus "cleared" and returned 
to the writer. 
 
Circuit Breaker – A device to prevent property taxes from becoming an unduly large 
share of income for some specific classes of taxpayers, such as low-income people or the 
elderly.  One form provides state personal income tax credits for a portion of the taxpayer’s 
property tax liability.  Generally such programs are designed to benefit lower-income 
people more than higher-income people (National Conference of State Legislatures, 1993, 
p. 105). 
 
Classified Property Tax System - A system of classifying property in a certain state 
whereby different types of property are subject to the ad valorem tax at differing 
percentages of their fair market value.  The millage rate of the ad valorem tax is applied to 
the reduced value of the property in a classified property tax system.  See Assessment 
Ratio 
 
Closing the Books - The process of putting the account books in order at the end of a 
month, or a fiscal period, so that a trial balance and financial reports may be prepared 
 
Coding – The process of distinguishing among items and categories of information by 
assigning numbers of other symbolic designations so that the items and categories are 
readily identifiable and assigned to specific operations of the budget. 
 
Commemorative Item - Personalized articles such as class jewelry, announcements, 
caps and gowns, yearbooks, cards and invitations, insignia, and school pictures. 
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Commission - A share of sale proceeds from any company or individual given the 
school in return for the sale, rental, or promotion of any items within the school. 
 
Concession - The act of granting to an individual or group a right that resides with the 
school.  
 
Current Expenditures for Elementary and Secondary Schools – The expenditures for 
operating local public schools, excluding capital outlay and school debt.  These 
expenditures include such items as salaries for school personnel, fixed charges, student 
transportation, school books and materials, and energy costs (National Center for 
Education Statistics, 1996, p. 197).  These expenditures include the following: 

a. Expenditures for administration by the state board of education and the state 
department of education excluding expenditures for vocational rehabilitation and 
salaries for personnel who provide supplementary services, such as state library, state 
museum, teacher retirement, teacher placement, etc. 
b. Expenditures for administration by county or other intermediate administrative units. 
c. Total current expenditures for local school districts, such as expenditures for 
administration, instruction, attendance, health, transportation, net food service, 
maintenance and operation, and other net expenditures to cover deficits for 
extracurricular activities for pupils.  (Note, net food service also includes the value of 
commodities donated by the U.S. Department of Agriculture, such as those provided 
through the school lunch and milk programs.) 
d. Direct state expenditures for current operations, such as state (employer) 
contributions to retirement systems, pension funds, or Social Security on behalf of 
public school employees; state expenditures for textbooks distributed to local school 
systems; and all other expenditures made by the state on behalf of free public 
elementary and secondary schools.  Includes current expenditures made for 
vocational/technical elementary or secondary schools (NEA, 1998).   

 
Current Expenditures for Other Programs - Current expenses for summer schools, 
adult education, post-high-school vocational education, personnel retraining, and 
community services; services to private school pupils, community centers, recreational 
activities, and public libraries, etc., when operated by local school systems and not part of 
the regular public elementary and secondary day school program (NEA, 1998). 
 
Current Expenditures per Pupil – The expenditures for operating local public schools, 
excluding capital outlay and interest on the school debt, divided by the fall enrollment 
(NEA, 2005). 
 
Current Use - A method of determining the value of property whereby that property is 
appraised only by considering the use to which it is currently being put.  No regard is made 
to the value of the property if it were currently being used for its highest or best use. 
 
Debt Service – Expenditures for the retirement of debt and expenditures for interest on 
debt, except principal and interest of current loans (Hack, Candoli, and Ray, p. 388). 
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Debt Service Fund – A fund which is used to finance and to account for the payment of 
principal and interest payments on all general obligation debt. 
 
Deficit - The excess of the obligations of an account over its resources 
 
Deposit in Transit - A deposit which has been transmitted to the bank and recorded in 
the school ledgers but was not reflected on the monthly bank statement because it was 
not received before the bank's preparation of the statement. 
 
Deposit, Property - Money collected from students and held in a school account for 
return at a designated time for the purpose of covering losses or damages to school-
owned supply and equipment items while being used by the students. 
 
Depositories - Banks or savings and loan institutions where schools conduct the 
business of depositing and withdrawing money. 
 
Disbursements - Money paid out. 
 
Double Entry - A system of bookkeeping which requires for every entry made to the 
debit side of an account or accounts, an entry for the corresponding amount or amounts 
must be made to the credit side of another account or accounts. 
 
Dues - A regular charge made to students for the privilege of being a member of a 
particular club or student body organization. 
 
Educational Overburden - A claim by school systems (usually urban) that the higher 
percentage of economically and educationally disadvantaged students attending school in 
their systems is not only an additional financial burden, but one which requires special 
services and effort as well.   An additional claim is that federal Chapter I (compensatory 
education) funds may not be enough to cover overburden (US ACIR, 1990, p. 51). 
 
Equalization - The process of compensation for differences to make equal.  Equalization 
to make sure students with similar educational needs are treated alike is horizontal equity.  
Equalization to make sure students with differing educational needs are treated differently 
is vertical equity.  Capacity equalization is the process of compensating for differences in 
school system's ability to support education in order to achieve student equity and 
taxpayer equity.  Service and programmatic equity is the process of compensating for 
differences in the level of services or programs in a school system in order to achieve 
student equity (Augenblick, Fulton, and Pipho, 1991, p. 27). 
 
Encumbrances – Those financial commitments such as purchase orders, contracts, 
salaries, and other commitments that are chargeable to an appropriation and for which a 
part of that appropriation is reserved.  They cease to be encumbrances when paid or when 
actual liability is set up (Hack, Candoli, and Ray, p. 388).  A restriction of available money 
by issuance of a purchase order 
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Entitlements – Funds from federal, state, or local sources which are made available to 
local boards of education on an established formula.  The term usually applies to federal 
funds which are earned by the respective states and local school systems on a previously 
established formula.  Also, the 1995 Foundation Program could be considered an 
entitlement and teacher units and associated costs such as salaries and fringe benefits are 
automatically made available at current cost estimation on the basis of a previously 
determined formula. 
 
Equalization Formula Aid – Financial assistance given by a higher-level government—
the state—to a lower-level government—local school systems to equalize the fiscal 
situation of the lower-level government.  Equalization formula aid is allocated to make local 
revenue raising ability among various school systems of the state nearly equal (Odden 
and Pincus, p. 332). 
 
Equipment - A material item of a non-expendable nature, such as a built-in facility, a 
movable or fixed unit of furniture or furnishings, an instrument or apparatus, a machine 
(including attachments), instructional skill-training device, or a set of small articles 
whose parts are replaceable or repairable, the whole retaining its identity and utility over 
a period of time which is characteristic for items of its class. 
 
Exemption or Exempt Property - The act of freeing from the obligation of paying taxes.  
A tax exemption generally removes from taxation or the process of multiplying the 
assessed value of the property times the millage rate that specified dollar value of 
assessed valuation which is exempt.  In Alabama $4,000 dollars worth of assessed 
valuation is exempt from state ad valorem for the purpose of the Homestead Exemption.  
In specified situations, the entire assessed valuation of the property may be exempt. 
 
Expenditures - Decreases in net financial resources. If accounts are kept on the 
accrual basis, this includes total charges incurred, whether paid or unpaid. On the cash 
bases, payments are termed disbursements. 
 
Expense, Travel - Expenses incurred by students and sponsors of a school activity in 
connection with travel related to the activity other than those expenses directly 
chargeable to student transportation. 
 
Fall Enrollment – Student enrollment (ENR) on or about October 1, which includes 
elementary and secondary pupils as well as pre-kindergarten and kindergarten students 
whose programs are part of the regular school system and financed by the local school 
system.  Does not include pupils enrolled in grades 13 or 14 (Community college) (NEA, 
1998).  
 
Flat Grant Program – A flat grant program simply allocates an equal sum of dollars to 
each public school pupil in the state.  A flat grant is not an equalization aid program 
because it allocates the same dollars per pupil regardless of the wealth of the local school 
system.  If no local revenues were allowed to be collected by local school systems, then 
the flat grant program would become essentially a full state assumption program (Odden 
and Picus, p. 333). 
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Fidelity Bond - A bond guaranteeing the school board against losses resulting from the 
dishonest actions of employees. 
 
Finance Clerk - Person assigned responsibilities for internal accounts bookkeeping. 
 
Financial Statement – When used in a general sense, a statement is a formal written 
presentation that sets forth financial information.  When used in the context of local school 
board operations, a statement is a presentation of financial data that show the financial 
position and the results of the financial operations of a fund, a group of accounts, or an 
entire governmental unit (a local board of education) for a particular accounting period, 
usually a state fiscal year (Hack, Candoli, and Ray, p. 394).  A formal written presentation 
which sets forth information concerning the financial condition of the school internal 
funds 
 
Fiscal Period - Any period at the end of which a school determines its financial 
condition and the results of its operations, and closes its books. 
 
Fiscal Capacity –The tax base of a governmental entity measured in terms of income, 
wealth, or other fiscal measures of economic productivity (Alexander and Salmon, 1995, p. 
158).  With respect to a local school system, fiscal capacity is the potential ability of the 
local governmental unit coterminous with the school system to fund the educational 
program of that system from its own taxable sources (TACIR, 1994, p. 9).  
 
Fiscal Neutrality – A court-defined equity standard in school finance.  It is a negative 
standard, stating that current operating expenditures per pupil, or some resource, cannot 
be related to a local school system'’ measure of fiscal capacity.  It simply means that 
expenditures per pupil cannot be related to local school system wealth (Odden and Picus, 
p. 332). 
 
Fiscal Period/Fiscal Year – Any period at the end of which a school system determines 
its financial condition and the results of its operations and closes its books.  It is usually a 
year, though not necessarily a calendar year (Hack, Candoli, and Ray, p. 389).  For public 
school systems in Alabama, the fiscal year is from October 1 to September 30, inclusive 
(Code of Alabama 1975, Section 16-1-1)(Code of Alabama 1975, Section 16-13-1). 
 
Fiscal Year - As it pertains to internal funds, October 1 through September 30. 
 
Fixed Charges – These are required expenditures or fixed costs generally of a recurrent 
nature that are not ready allocated to other expenditure categories for current operations.  
They consist of such charges as school board contributions to employment retirement, 
insurance, and judgments, rental or land and buildings, and interest on current loans 
(Hack, Candoli, and Ray, p. 389). 
 
Foundation Program - A state equalization aid program that usually guarantees a certain 
foundation level of revenues or expenditures for each student (calculated on a per student 
basis) or group of students (calculated on a teacher unit basis), together with a minimum 
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tax rate that each local school system must levy for educational purposes.  The difference 
between what a local school system is provided through local revenues at the prescribed 
rate and the foundation program revenue earned is the state aid or revenue (Augenblick, 
Fulton, and Pipho, 1991, p. 27). 
 
Full-State Assumption – A school finance program in which the state pays for all 
education and sets equal per-pupil expenditures in all local school systems.  Such a 
program would satisfy the expenditure per pupil “uniformity” standard of equity.  Hawaii is 
the only state in which the state government has fully assumed most of the costs of public 
education (Odden and Picus, p. 333). 
 
Function – A term which refers to an expenditure activity or service area aimed at 
accomplishing a certain purpose or end.  Examples are Regular Instruction Programs, 
Special Instruction Programs, Vocational Education Programs, Instructional Staff Services, 
and Plant Operation and Maintenance. 
 
Fund – A fund is an independent accounting entity which contains its own assets, 
liabilities, and fund balances.  In general, funds are created to account for the financing of 
specific activities of a school system’s operations (Hack, Candoli, and Ray, p. 389). 
 
Fungible – A term used to describe whether a resource is of a kind or nature that allows it 
to be in place of another in satisfaction of an obligation.  It refers to interchangeability 
where an appropriation or allocation or revenue source and be used for another purpose.  
An example would be to be allowed to use capital outlay funds for current operations in a 
time of financial exigency.  This is sometimes commonly referred to as flexibility. 
 
General Aid Grant – Allocations to governmental units without expenditure restrictions.  
That is, within broad limits funds may be disbursed for the current operation of public 
schools for spending purpose approved by the local board of education.  Such financial aid 
is relatively free of rigorous accounting and reporting procedures.  Such funds are not 
earmarked are restricted to specific spending purposes (Alexander and Salmon, 1995, p. 
195.) 
 
General Fund – A fund used to account for all transactions that do not have to be 
accounted for in another fund.  The general fund is used to account for all ordinary 
operations of a school system (Hack, Candoli, and Ray, p. 389). It is the master record of 
a school systems account balances, used to prepare financial statements and 
management reports. 
 
General Ledger – A book, file, or other device in which accounts are kept to summarize 
the financial transactions of the school system.  General ledger accounts may be kept for 
any group of items or expenditures on which an administrative officer wishes to maintain a 
close check (Hack, Candoli, and Ray, p. 389). 
 
General Obligation Bonds – Bonds which are secured by the full faith and credit of the 
issuer.  The General Obligation Bonds (G.O. Bonds) issued upon a vote of the people of a 
local governmental unit in Alabama constitute debt of the issuer.  In the case of default, the 
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holder has the rights to compel in court the satisfaction of the issuer’s obligations (Rebore 
and Rebore, p. 92). 
Gift - Something of value received for which no repayment or special service to the 
contributor is expected. 
 
Grant - Money received by a school activity for which no repayment is expected but for 
which certain conditions exist relative to the disbursement of funds. 
 
Guaranteed Tax Yield Program – A state aid program that equalizes the ability of local 
school systems to raise revenues for public school by guaranteeing both wealthy and poor 
systems the same dollar yield for the same local tax rate, usually ad valorem.  The state 
supplements the local tax yield for a given local tax rate to a target which is usually set as 
the tax yield of the wealthiest local school system in the state.  Different names are used to 
describe this type of aid program such as guaranteed tax base programs, percentage 
equalizing programs, and district power equalization programs (Odden and Picus, pp. 
332). 
 
Hold-Harmless Guarantee - A provision to ensure that local school systems (commonly 
the more affluent or those that have a significant decrease in student enrollment) do not 
receive less state than in previous years.  This is generally applied when a state revises 
the school finance formula, and is often accompanied or followed by a phase-in approach 
that allows for gradual reduction in state aid (US ACIR, 1990, p. 52). 
 
Horizontal Equity - means equal treatment of equals.  Students with equal educational 
needs are treated equally.  This is fairly easy to measure as it implies only equal dollars 
per student (Burrup, Brimley, and Garfield, p. 69.). 
 
Inactive Account - An account is considered inactive upon declaration of the principal 
when; (1) no financial transactions have occurred within one year and the need for the 
organization has passed; or (2) a class has graduated. 
 
Instructional Staff – Full-time equivalent number of positions, not the number of 
individuals occupying the positions during the school year.  In local schools, it includes all 
public elementary and secondary (junior and senior high) day-school positions that are in 
the nature of teaching or the improvement of the teaching-learning situation.  Includes 
consultants or supervisors of instruction, principals, teachers, guidance personnel, 
librarians, psychological personnel, and other instructional staff.  Excludes administrative 
staff, attendance personnel, and clerical personnel (National Center for Education 
Statistics, 1996, p. 199). 
 
Intact, or Deposit Intact - The practice in which money is presented to a bank or 
bookkeeper for the credit of the school's internal fund in the same form as received.  
This means that any receipt of funds in the form of cash shall be deposited as cash. The 
cashing of a check from funds on hand would be a violation of this concept as would be 
the substitution of a check for cash. 
 

    
  738        
     



Alabama Public School Finance Reference 
Glossary of Terms and Bibliography 
 
 
Intangible Personal Property - Property which consists of entities which represent value 
but which in and of themselves do not have a value equal to that which they represent.  
Examples are stocks, bonds, patent rights, money, franchises, futures contracts, insurance 
policies, and so forth.  Intangible personal property is not taxed in Alabama. 
 
Interfund Transfers – Funds are taken from one fund under the control the local board of 
education and placed in another fund under the control of the local board of education.  
Interfund transfers are not receipts or expenditures of a local school system (Hack, 
Candoli, and Ray, p. 390). 
 
Internal Control - A plan of organization under which employees' duties are so 
arranged, and records and procedures so designed, as to make it possible to exercise 
effective accounting control over assets, liabilities, revenues, and expenditures. For 
example, under such a system, work is subdivided so that no one employee performs a 
complete cycle of operations. The procedures to be followed are definitely laid down 
and such procedures call for proper authorizations by designated officials for all actions 
to be taken.  
 
Internal  Funds -  Defined as all local school funds derived by any public school from 
all activities or sources. 
 
Inventory - The cost of supplies and equipment on hand not yet distributed to 
requisitioning units. 
 
Inventory Record - A detailed list or record showing quantities, descriptions, values, 
units of measure, and unit prices. 
 
Investments - Temporarily idle funds placed in interest earning accounts 
 
Invoice – An itemized list of merchandise or services purchased from a specific vendor.  
The list normally includes quantity, price, terms, and dates of purchase and date for which 
payment is due (Hack, Candoli, and Ray, p. 390).  A vendor's notification of merchandise 
provided or services rendered to a purchaser with the quantity, prices, and charges 
stated. Other information customarily shown on the invoice are the customer's order 
number, order date, date of delivery or shipping, and terms of payment.  
 
Journal - The accounting record in which financial transactions of the school are 
formally recorded for the first time. 
 
Leveraging – The process or activity of using the equity or value in one type of security or 
asset to buy an additional asset or security (Hack, Candoli, and Ray, p. 390). 
 
Liabilities - Debt or other legal obligations arising out of transactions which are payable 
but not necessarily due. (Encumbrances are not liabilities, they become liabilities when 
the services or materials for which the encumbrance was established have been 
rendered or received.)  
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Liability Insurance – Insurance coverage which can be purchased for a local school 
systems or the officers of the local school systems to protect against losses resulting from 
awards against the system (Hack, Candoli, and Ray, p. 391). 
 
Local Control – The authority of a community, through its elected or appointed local 
school board members, to set education policy, develop the budget, and mark curriculum 
decisions for a school system, for its students, and for its staff. 
 
Local Education Agency – The educational agency created by the state to carry out 
state policies and operate schools (Hack, Candoli, and Ray, p. 391). 
 
Memoranda (Memo) Account - An informal record of an internal fund transaction that 
cannot be recorded under the regular financial accounts but for which a record is 
desired. (i.e. ENCUMBRANCES). 
 
Modified Accrual Accounting – A method of accounting in which revenues are 
recognized in the period in which they actually become available, and expenditures are 
recognized at the time a liability is incurred to the appropriation authority of the local board 
of education in preparing and operating the budget. 
 
Municipal Overburden - The situation in which local school systems (primarily large 
urban areas) are faced with competing costs for services such as police, transportation, 
recreation, utilities, health care, infrastructure which leaves fewer tax dollars for 
educational expenditures.  Such school systems would request special provisions to 
compensate for this overburden of noneducation services (US ACIR, 1990, p. 52).  These 
services may include above-average welfare, health and hospitalization, public housing, 
and police, fire, and sanitation services which other government jurisdictions do not have 
to provide and do not provide at the same rate (Odden and Picus, p. 333). 
 
Outstanding Check - A check issued and recorded by the school which has not been 
presented to the bank for payment prior to issuance of the monthly bank statement. 
 
Outstanding Deposit - (See Deposit in Transit) 
 
Overdrawn - A situation in which a check has been written for an amount in excess of 
that on deposit. An overdraft is the amount by which withdrawals exceed the depositor's 
available balance. 
 
Par Value – In the case of financial instruments or securities such as revenue warrants, 
the amount of the principal which must be paid at maturity.  Par value is also referred to as 
the face amount of a security (Rebore and Rebore, p. 93). 
 
Per Pupil Expenditure - Current Expenditures divided by the pupil count; may be express 
in expenditures per enrollee, per ADM, or per ADA. 
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Perpetual Inventory - An inventory system which is initiated by a physical inventory 
and perpetuated by entry of receipts and withdrawals, thereby reflecting current 
balances on hand for each item. 
 
Petty Cash - Cash paid out in small amounts for authorized expenditures. Petty cash 
may be used to reimburse persons or to make a direct purchase. (Petty cash funds 
must be authorized.) Payments must be evidenced by petty cash vouchers which are 
signed receipts that show the purpose, date, and amount. 
 
Plenary Power of Legislature – The legislature of each state has what is commonly 
called plenary power to pass any laws it considers desirable.  These laws must be 
observed unless they are found to be inconsistent with provisions of the state constitution 
or in conflict with federal constitutional provisions (Alexander and Salmon, p. 16). 
 
Posting – The act of transferring to an account in a ledger the detailed or summarized 
data contained in the cash receipts book, cash register, journal voucher, or similar books 
or documents or original entry (Hack, Candoli, and Ray, p. 392 
 
Pre-Numbered Documents - Checks, receipt forms, tickets, and similar items which 
have been consecutively numbered and controlled before use. 
 
Prior Authorization - A written approval granting authority to enter into a contract, to 
obligate funds for a purchase, or to receive a benefit, before such an action occurs. 
 
Proportional Tax – A tax that consumes the same percentage of family income at all 
levels of family income (Odden and Picus, p. 334). 
 
Property Insurance – The coverage provided by all forms of insurance which identify for 
reimbursement to the extent of coverage for the loss of, or damage to, property from fire, 
theft, storm, or any other cause.  This category of expenditure also includes costs for 
appraisals of the property for insurance purposes (Hack, Candoli, and Ray, p. 392). 
 
Propriety Accounts – Refers to those accounts that show actual financial conditions and 
operations such as actual assets, liabilities, reserves, surplus, revenues, and 
expenditures, as distinguished from budgetary accounts (Hack, Candoli, and Ray, p. 392). 
 
Prorating – The allocation of parts of a single expenditure to two or more different 
accounts.  The allocation is made is proportion to the benefits that the expenditure 
provides for the respective purposes or programs for which the accounts were established 
(Hack, Candoli, and Ray, p. 392). 
 
Proration – In Alabama, the reduction of appropriations on a pro rata basis to equal 
revenues available to prevent deficit spending. 
 
Pupil Activity Fund – Contains the financial transactions which are related to school-
sponsored activities and inter-scholastic activities.  These activities are supported in whole 
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or in part by income from pupils, gate receipts, and other fund-raising activities.  Support 
may also come from local taxation (Hack, Candoli, and Ray, p. 393). 
 
Pupil Weighting - A method of adjusting student enrollment figures and therefore state 
education aid dollars to reflect the assumed cost differences of providing education 
services to certain classes of students (e.g., physically handicapped, gifted, small schools, 
grade levels, compensatory education) which is usually incorporated into a state's school 
finance aid program to create more equitable state funding (US ACIR, 1990, p. 52). 
 
Purchase Order - A document issued to a vendor authorizing the delivery of goods or 
services which implies the obligation of funds. 
 
Millage Rate - The amount, in terms of mills, levied by a taxing authority to generate 
revenue.  The millage rate is multiplied by the assessed value to determine the tax owed 
to a taxing authority.  A mill is 1/1000 of a dollar or 1/10 of a cent.  A millage rate of one 
mill may also be expressed as a tax of 10 cents of each one hundred dollars of taxable 
property ($.10 per each $100 of assessed valuation). 
 
Object of Expenditure – This term refers to the service or commodity obtained as the 
result of a specific expenditure.  Examples are expenditures for salaries, for fringe 
benefits, for professional services, or for supplies. 
 
Optional Local Taxation – The taxation over and above that required to be levied by the 
state.  The optional amount is levied upon approval of the local taxing authority and is 
available to the local board of education for discretionary spending purposes.  These funds 
are not considered as being available to fund any state program. 
 
Plenary Power – The power of the legislature of each state which is complete in every 
respect to make any laws which it deems desirable.  These laws will continue in force until 
repealed or found to be in conflict with either the state constitution or the federal 
constitution.  A determination of conflict must by found by the courts on the basis of a 
controversy which has been brought to court (Hack, Candoli, and Ray, p. 122.). 
 
Progressive Tax – A tax which increases proportionately more than income as the 
income level of the taxpayer increases.  Under a progressive tax, a high-income taxpayer 
will pay a larger percentage of income than a low-income taxpayer (Odden and Picus, p. 
333). 
 
Real Property - Property which consists of entities which are fixed or immovable in a 
general sense.  Examples are land and physical improvements on the land. 
 
Reconciliation of Bank Statement - A statement of the details of the differences 
between the bank statement and the cash account record to show agreement of the 
adjusted balances. 
 
Refund - An amount paid back or credit allowed. 
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Refunding Bonds or Revenue Warrants – Bonds of revenue warrants which are issued 
to pay off previously existing or outstanding bonds or revenue warrants.  This are normally 
issued to obtain a more favorable interest rate, consolidate debt, or to postpone payments 
in the near future (Hack, Candoli, and Ray, p. 393) 
 
Regressive Tax – A tax which increases proportionately less than income as the income 
level of the taxpayer increases.  Under a regressive tax, a low-income taxpayer will pay a 
larger percentage of income for the tax than will a high income taxpayer (Odden and 
Picus, p. 334). 
 
Reimbursement - Repayment of authorized expenditures made on behalf of the 
school's internal fund. 
 
Repairs, Minor - The restoration to a usable condition of a given piece of equipment, 
building, or grounds.  Cost of new construction, renovating, and remodeling are not 
included here but are considered capital outlay. 
 
Required Local Effort – The amount of required local taxation which is calculated as 
being available for the funding of state educational purposes.  In a foundation program, 
this is the chargeback of the amount subtracted from the total calculated cost of the state 
required educational program.  These revenues are restricted to accomplish only state 
educational purposes. 
 
Required Local Taxation – The tax rate (specified tax rate to be levied by tax type) or tax 
yield (amount of tax yield measured by an index of wealth) which must be levied on behalf 
of a local board of education in order to participate in the state financial aid program 
(actually receive the state allocation). 
 
Requisition - A written request, usually from one department to the purchasing officer 
or to another department, for specified articles or services. 
 
Reports - Written statements of information which are made by a person, unit, or 
organization for the use of some other person, unit, or organization. 
 
Revenue Bonds - Bond – An interest-bearing certificate of debt, being one of a series 
constituting a loan made to, and an obligation of, a government or business corporation; a 
formal promise by the borrower to pay the lender a certain sum of money at a fixed future 
date with or without security, and signed and sealed by the maker (borrower); a promise to 
pay two things:  (1) a principal amount on a stated future date, and (2) a series of interest 
payments, usually semi-annually during its life (Munn, p. 71).  In Alabama a revenue bond 
pledges only the anticipated receipts from a specific revenue source, such as the sales 
tax, as the guarantee of repayment.  While a general obligation bond pledges the full faith 
and credit of the state for its redemption, a revenue bond makes no such pledge.  A 
revenue bond pledges redemption by the state only the extent that the revenues pledge 
are actually received.  In addition, since such a pledge in based upon future additional 
revenues to the state, a revenue bond does not constitute a debt of the state. 
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Revenue Receipts – Additions to assets that do not incur an obligation that must be met 
at some future data and does not represent exchanges of property for money.  Assets 
must be available for expenditures.  Revenue receipts for public school purposes  derive 
from three main sources:   
 Local. Local, intermediate, and other sources include all funds for direct 
expenditures by local and intermediate districts for school services, for the operation of 
intermediate departments of education, for employer contributions to retirement systems 
and/or Social Security on behalf of public school employees, for the purchase of materials 
for distribution of local school districts, and so on. Includes net receipts from revolving 
funds or clearing accounts only when such funds are available for general expenditure by 
the local board of education. Includes gifts and tuition and fees received from patrons. 
 State. Revenue receipts from state sources include all funds for the operation of 
the state department of education, for state (employer) contributions to retirement systems 
and/or Social Security on behalf of school employees, for grants in aid to intermediate and 
local school districts for school purposes (including funds available from state bond issues 
for such grants and the costs of textbooks, buses, supplies, etc., purchased by the state 
for distribution to local school districts), for the payment of interest on state bonds issued to 
provide grants to local school districts, and all other state revenue for public school 
purposes. Money collected by the state as an agent of a lesser unit and turned over in like 
amounts to that unit is not included. 
 
 Federal. Revenue receipts from federal sources include money distributed from the 
federal treasury either directly to local school districts or through the state and county, 
including grants for vocational education, for aid to federally affected areas, for school 
lunch and milk programs, for educating American Indians in local public schools, and 
money derived from federal forest reserves and federal oil royalties (NEA, 2005). 
 
SAFE – Security for Alabama Funds Enhancement Program which statutorily guarantees 
that banks which qualify to accept state deposits shall provide sufficient collateral to 
guarantee the safety of such deposits. 
 
Scholastic Year – The school year which begins on the first day of July and ends with the 
thirtieth day of June each year (Code of Alabama 1975, Section 16-1-1). 
 
Serial Bonds – Bonds which are issued to be redeemable by installments, each of which 
is to be paid in full, ordinarily out of revenues for the fiscal year in which it matures or out of 
revenues of the preceding year (Hack, Candoli, and Ray, p. 394). 
 
Sinking Fund – Money that has been set aside or invested for the definite purpose of 
meeting payments on debt at some future time.  It is usually a fund set up for the purpose 
of accumulating money over a period of years in order to have money available for the 
redemption of long-term obligations at the date of maturity (Hack, Candoli, and Ray, p. 
394.). 
 
Site-Based Management – Managerial decisions and processes carried out at the school 
site rather than at a higher organization level (Hack, Candoli, and Ray, p. 394). 
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Special Education Overburden – The concept that the need for special educational 
services and the fiscal capacity to provide for those services is not normally distributed 
within a state.  Therefore, a calculation of special education overburden can be 
constructed based upon the differing educational and socioeconomic conditions that exist 
among the local school systems of a state (Jordan, Weiner, and Jordan, 1997, p. 63).  
 
Student Activities - Direct and personal services for public school students, such as 
interscholastic athletics, entertainments, publications, clubs, band, or orchestra, that are 
managed or operated by students under the guidance and direction of authorized 
adults, and are not part of the regular instructional program. 
 
Student Organization - Any group of students organized on campus into a single body 
for the purpose of pursuing common goals and objectives. This includes the various 
types of student clubs and class organizations which, with proper approval by school 
authorities, are managed and operated by students under the direction or supervision of 
authorized adults. 
 
Subsidiary Ledger - A record of the financial transactions of a given activity showing 
the receipts, expenditures, transfers, adjustments, and balances for the activity's 
account. 
 
Supply - An item of expendable nature that is consumed, worn out, or deteriorated in 
use; or one that loses its identity through fabrication or incorporation into a different or 
more complex unit or substance. 
 
Supporting Documentation - Evidence attesting to the authenticity, accuracy and 
authority of a financial transaction. 
 
Surety Bond – A written promise to pay damages or to indemnify against losses caused 
by the party or parties named in the documents through the nonperformance or through 
defalcation.  A surety bond should be required of a contractor or for an official handling 
cash, securities, or with power to issue warrants (Hack, Candoli, and Ray, p. 394). 
  
Tangible Personal Property - Property which consists of entities which are moveable and 
which have an inherent value of their own.  Examples are automobiles, furniture, 
appliances, jewelry, and so forth.  Personal property, which the exemption of automobiles, 
is rarely taxed in Alabama.    
 
Tax – Compulsory charges levied by a governmental unit for the purpose of financing 
services performed for the common benefit (Hack, Candoli, and Ray, p. 394). 
 
Tax Anticipation Notes or Warrants – Notes or warrants or promises to pay which are 
issued in anticipation of collection of taxes and which are usually retirable only from tax 
collections.  These are frequently used to borrow money and promise to repay the loan 
from the tax collections anticipated and identified with their issuance.  The proceeds from 
such loans are treated as current loans if paid back from the tax collections anticipated 
with the issuance of the notes or warrants (Hack, Candoli, and Ray, p. 394). 
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Tax Capacity – In Alabama, this is defined for a local school system as the yield of one 
mill of school tax district ad valorem tax and is expressed in dollars.  This value, however, 
is not a measure of the Tax Wealth of a local school system.  
 
Term Bonds – Bonds of the same issue, usually maturing all at one time and ordinarily to 
be retired from sinking funds (Hack, Candoli, and Ray, p. 395). 
 
Total Expenditures – Includes all current expenditures, capital outlay, and interest on the 
school debt (NEA, 2004). 
 
Total Revenue Receipts - Includes all revenue receipts available for expenditure for 
current expenses, capital outlay, and debt service for public schools, including all 
appropriations from general funds of federal, state, county, and local governments; 
receipts from taxes levied for school purposes; income from permanent school funds and 
endowments; income from leases of school lands; interest on bank deposits; tuition; gifts; 
and so on.  Amounts that increase the school indebtedness or that represent exchange of 
school property for money are excluded (NEA 2005). 
 
Trial Balance – A list of the balances of the accounts in a ledger by double entry, with the 
debit and credit balances shown in separate columns.  If the totals of the debit and credit 
columns are equal, or their net balance agrees with a controlling account, the ledger from 
which the figures are taken are said to be “in balance” (Hack, Candoli, and Ray, p. 395). 
 
Trade Discount - An allowance made to those engaged in certain businesses and 
allowable irrespective of the time when the account is paid. The term should not be 
confused with "Cash Discount.” 
 
Transfer - Money which is taken from one account and added to another account. 
Transfers are not receipts or expenditures. 
 
Trust and Agency Funds - Funds used to account for money and property held by a 
governmental unit in the capacity of trustee, custodian, or agent. 
 
Unencumbered Balance – That portion of an appropriation or allotment or allocation not 
yet expended or encumbered.  This is the balance remaining after deducting from the 
appropriation or allotment or allocation the accumulated expenditures and outstanding 
encumbrances (Hack, Candoli, and Ray, p. 395).  
 
Unrestricted Required Local Taxation – The amount of required local taxation in excess 
of the Required Local Effort which is required to be levied (the Required Local Taxation) 
and available for expenditure by each local board of education.  These revenues are 
available to the local board of education for local educational purposes in addition to those 
required for state educational purposes. These revenues are not considered as being 
available to fund any state program. 
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Vertical Equity - means unequal treatment of unequals.  Students with more expensive 
educational needs have additional resources made available to provide the equivalent 
educational opportunity.  It is more difficult to determine than horizontal equity since no 
one can define fairness with complete assurance when treating children with unequal 
characteristics (Burrup, Brimley, and Garfield, p. 69). 
 
Voided Check - A check which has been declared void. A check on which an error has 
been made in writing, such as an incorrect amount, signature, or a discrepancy in the 
information included. The check is made void by mutilating the signature space and the 
check is retained. 
 
Voucher – A written or electronic document which authorizes the payment of money and 
which usually includes the account(s) to charge for the expenditure (Hack, Candoli, and 
Ray, p. 395). 
 
Warrant – A short-term obligation of a municipality, or other political subdivision, 
constituting a part of its floating debt.  A warrant is a revenue obligation issued in 
anticipation of tax collections (Munn, p. 709.).  Also, a warrant is an order drawn by the 
school board to the school system treasurer ordering the payment to a payee in the 
amount specified in the warrant.  Once signed by the treasurer and/or co-signed as 
required, the warrant becomes a check payable by a bank named on the warrant by the 
treasurer (Hack, Candoli, and Ray, p. 395). 
 
Wealth of a Local School System – In Alabama, the wealth of a local school system is 
measured by the yield of one mill of local school tax district tax divided by the number of 
students enrolled in Average Daily Membership.  This definition is used in the allocation of 
the Foundation Program and the Capital Outlay Allocation.  
 
Work Order – A written order authorizing and directing the performance of a certain 
task, issued to the person who is to direct the work.  Among the information to be shown 
on the work order are the nature and location of the job, specifications of the work to be 
performed, and a job number that is referred to in reporting the amount of labor, 
materials, and equipment used (Hack, Candoli, and Ray, p. 395). 
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