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Description of the Formula  
 

Funding for Tennessee elementary and secondary public schools is calculated via the Basic 

Education Program 2.0 (BEP 2.0).  BEP 2.0 is the funding formula utilized to ensure the 

adequate and equitable distribution of educational dollars sufficient to provide the basic level of 

education required for student success.   

 

This legislatively mandated mechanism revises the original BEP.  Public Chapter Number 369 

enacted in 2007, to be phased into full implementation, amends Tennessee Code Annotated Title 

49 Chapter 3.                          

 

Revisions include:   

 75% state funding for instructional positions within the classroom component  

 $38,000 dollar value of BEP instructional positions to be adjusted in subsequent years 

 eliminate the cost differential factor from BEP formula 

  formula provides 100% funding for at-risk students (those receiving free or reduced 

lunch) 

 provides for a 1:20 teacher/student and a 1:200 translator/student ratio for English 

language learner students 

 recognizes local government’s ability to generate supporting educational revenue by local 

sales and property taxes, with a yearly adjustment not to exceed 40% 

 Local Education Agency’s (LEA’s) to receive at least a 25% state contribution for the 

non-classroom components 

 provide 50% funding for medical insurance for instructional positions.          

 

The Average Daily membership (ADM) of the LEA is the primary determinant of the BEP 2.0 

funding amount.  This amount is based on the previous academic year’s ADM, the present 

academic year’s full-time student enrollment, and the number of students qualified for Special 

Education Services. 

 

The BEP 2.0 consists of three categories:  instructional, classroom, and non-classroom.  The 

state’s average categorical yearly contribution, distributed to each school system, is 70%, 75%, 

and 50% respectively.  Consequently, local government provides 30%, 25%, and 50% 



respectively.  Although state revenue for LEAs is generated categorically by formula, school 

districts have the option of using these funds in other categories of expenditure.                         

 

The following table reflects components funded within each category:   
Instructional Classroom Non-Classroom 

Regular Education 

Vocational Education 

Special Education 

Elementary Guidance 

Secondary Guidance 

Elementary Art 

Elementary Music 

Elementary Physical Education 

Elementary Librarians (K-8) 

Secondary Librarians (9-12) 

ELL Instructors 

ELL Translators 

Principals 

Assistant Principals Elementary 

Assistant Principals Secondary 

System-Wide Instructional Supervisors 

Special Education Supervisors 

Vocational Education Supervisors 

Special Education Assessment Personnel 

Social Workers 

Psychologists 

Staff Benefits and Insurance 

K-12 At-Risk Class Size Reduction 

Duty-free Lunch 

Textbooks 

Classroom Materials and Supplies 

Instructional Equipment 

Classroom Related Travel 

Vocational Center Transportation 

Technology 

Nurses 

Instructional Assistants 

Library Assistants 

Staff Benefits and Insurance 

Substitute Teachers 

Alternative Schools 

Exit Exams 

Superintendent 

System Secretarial Support 

Technology Coordinators 

School Secretaries 

Maintenance and Operations 

Custodians 

Non-Instructional Equipment 

Pupil Transportation 

Staff Benefits and Insurance 

Capital Outlay 

 

       

The Fiscal Capacity Index is the formulaic representation of a county’s ability to generate 

revenue.  It is used to determine state and local funding contributions to support local education.  

In BEP 2.0 fiscal capacity is calculated by multiplying a county’s local sales and property tax 

base times the average tax rate for each base across the state.    

 

As BEP 2.0 is fully implemented, the cost of living adjustment calculated by the cost differential 

factor is being phased out.   The cost differential factor adjusts the salary components of BEP 

funding in systems where the cost of living exceeds the state’s average. 

 

District-Based Components 
 

Density/Sparsity of Small Schools 
Does not apply. 

 

Grade Level Differences 
ADM dictates instructional positions allotted to each school by grade level.  With 75% funding 

provided by the state, the levels are: 

Grade 

Level 

Teacher Positions 

Regular Education 

K-3 1 to 20 ADM 

4-6 1 to 25 ADM 

7-9 1 to25 ADM 



10-12 1 to 22.08 ADM 

     

Declining Enrollment or growth 

High growth districts were given additional funding based on percentage of growth when the 

formula was implemented in 1992.  However, the formula no longer holds this provision. 

 

Capital Outlay and/or Debt Service 

The cost of capital outlay is not computed in the BEP.  The computation is included in the Non-

Classroom component.  The state’s share of support for the Non-Classroom category is 50%.       

100 sq ft per total K-4 ADM x $121/sq ft 

110 sq ft per total 5-8 ADM x $125/sq ft 

130 sq ft per total 9-12 ADM x $123/sq ft 

Add equipment (10% of sq ft cost) 

Add architect’s fee (5% of sq ft cost) 

Add debt service (20 yrs @ 6.00%) 

Divide total by 40 yrs = annual amount 

 

Transportation 

The BEP uses a multiple linear regression formula calculated utilizing an average of 

expenditures from the three previous BEP funding years focusing on the following four factors:  

students transported per ADM; special education students transported per ADM; miles driven per 

ADM; and whether the district is county, city, or special school district.  The model estimates the 

average, statewide effects (coefficients) of these factors on transportation expenditures and 

multiplies those estimated effects by each LEA’s respective factors to calculate the estimated 

cost to the district for providing past transportation services.  The BEP then adjusts these 

amounts by an inflation measure to calculate the actual dollar amount of transportation spending 

generated for each LEA. 

 

Student-Based Components 

Special Education 

Supported by a 75% state share, identified and served special education students receive 

additional weighting in the Classroom Component of the BEP formula.  The weights were based 

on the caseload allocations as follows: 

 

Option 1 91 

Option 2 73 

Option 3 46 

Option 4 25 

Option 5 15 

Option 6 2 

Option 7 10 

Option 8 6 

Option 9 0 

Option 10 10 

 



Compensatory Education 

Funding is generated in the Classroom Component of the BEP with a state share of 75%.   Based 

on 1:15 class size reduction for grades K-12, estimated at $509.46 per identified at-risk ADM.  

Funded at 100% at-risk.   

 

English Language Learners/Bilingual Education 

Receives a 70% state share with funding generated from the Instructional Component of the 

BEP.    

ELL Teachers - 1 per 30 identified and served ELL Students  

ELL Translators - 1 per 300 identified and served ELL Students  

 

Gifted and Talented Education 

Gifted and Talented students, identified and served under the special education umbrella, are 

offered accelerated grade levels and course content when indicated.  Additionally, secondary 

students may apply as juniors and seniors for consideration to attend the state funded Governor’s 

Schools held during the summer at institutions of higher education in Tennessee.     

 

Other 

Race to the Top:  Supplemental Funding to LEAs  

State and local contributions notwithstanding, education has long been identified as an area in 

need of supplemental federal programmatic and fiscal interventions.  The federal government, 

while not the primary contributor, provides financial support for the student’s educational 

program.  Toward that end, Tennessee received approximately $501 million from the 

competitive Race to the Top grant, of which $250,500,000 made its way directly to Local 

Education Agencies.  The Race to the Top Fund was legislated in Tennessee by the First to the 

Top Act of 2010 and passed in a Special Session of the 106th Tennessee General Assembly.  

Monies were to be spent over a four-year period, school years 2010-2011 through 2013-2014, 

with objectives focusing on measurable student achievement and educator accountability.  

Specifically, Race to the Top funds were awarded to states through an application process that 

demonstrated their active commitment to the following four areas of reform:   

 Adopting rigorous college and work readiness standards 

 Selecting a source by which to implement data driven instructional practices 

 Engaging, retaining, and rewarding effective teachers and principals, especially in the 

lowest performing schools 

 Turning around the lowest performing schools. 

 

 Through the Race to the Top Fund program, funds were competitively awarded to states to 

facilitate education transformational reform efforts.  Race to the Top’s specifically expressed 

goals were:  

 Improve student achievement. 

 Close the achievement gaps between best and lowest performing schools. 

 Improve high school graduation rates. 

 Ensure post-secondary success. 



 Address the four educational reform areas of stated above.                              

Funds were allocated based on a combination of formulaic and discretionary methods.  Fifty 

percent were identified by Title I formula and distributed to LEAs while 50% were identified for 

state use in a newly created State Innovation Fund.  States competed on the basis of 

demonstrated assurance that the tenets of the program stipulated in the application would be 

enacted, rather than on the usually practiced method of actions and programmatic selection being 

guided by legislative mandates.  Tennessee Governor Bredesen was tasked with submitting the 

263 page Race to the Top Application for Initial Funding to the U.S. Department of Education.  

Race to the Top had an overall funding amount of $4 billion with $501 million awarded to 

Tennessee, one of the two states that were the initial recipients of the award.    

 

Revenue and Expenditure Information 

State Mandates Restricting Revenue or Expenditure Increases 

Does not apply. 

 

Property Assessment Ratios Used/Legal Standards for Property Assessment 

Represented by the following:     

  

Residential Property  25%  

Farm Property  25%  

Commercial and Industrial Property  40%  

Public Utility Property  55%  

Business Personal Property  30%  

 

Measure of Local Ability to Support Schools 

In the original BEP fiscal capacity index utilized a multiple regression to estimate the impact of 

five factors at the county level for their three year average per pupil own source revenue.  The 

five factors include:  three year average per pupil sales tax base; three year average per pupil 

property tax base; three year average per capita personal income; ratio of residential and farm 

property assessment to total assessment; and ratio of ADM to total county population.  In BEP 

2.0 fiscal capacity index is calculated by multiplying a county’s local sales and property tax base 

times the average tax rate for each base across the state.    

 

School District Budget and Tax Rate Procedures/Sources of Local Revenue 

All 136 LEA’s are fiscally dependent.  They share in local property and sales tax revenue.  

Additionally, city systems can share in an appropriation from city government and Special 

School Districts have the exclusive ability to directly levy a property tax rate by virtue of a 

special act of the state legislature.  

 

Voter approval is not required for budget or tax increases in county and city school districts. 

Special School Districts require a special act of the state legislature to enable them to increase 

the tax rate on property within the boundaries of their school districts.  

 



The major sources of local revenue are sales and property tax.  The amount of revenue derived 

from these taxes is dependent on the location of the school district. 

 

State Support for Non-Public Schools 

Does not apply. 

   
Source: Hutchinson, Lori, Assistant Principal, McMinn Central High School, Englewood, Tennessee. Peevely, Gary, 

Associate Professor, Executive Leadership, Carter & Moyers School of Education, Lincoln Memorial University 

 


