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Introduction

AThe st abi | anfoym obgoveramentegpentirig mainly upon

the intelligence of the people, it is the duty of the legislature to establish a

general and uniform system of public schools. The legislature shall make

such provisions by taxation or otherwise as will secul®eugh and

efficient system of public school s
- Minnesota Constitution, Article XllI, Section 1

The financing of elementary and secondary education in Minnesota comes through a combination of
statecollected taxes (primarily stome and sales) and locally collected property taxes. Revenue to
school districts is received in three major categories, all of which are described in greater detail in
this booklet. In summary, the three categories are:

1. State Education Finance Appragtions (funded with stateollected taxes)

A. General Education Aid The largest share of the education finance appropriation,
general education aid, is intended to provide the basic financial stipptire
education program.

B. Categorical Aids Categorical revenue formulas are generally used to meet costs that
vary significantly between districts (i.e., special education) or promote certain types
of programs (i.e., literacyicentiveaid, adult basic education aid).

2. State Paid Property Tax €tits (funded with stateollected
taxes)

Property tax credits reduce the amount of property taxes pz¢
To make up for this reduction, the state pays the difference
between what was levied in property taxes and what is actt
received in property taxds school districts and other taxing
districts.

3. Property Tax Levies

Property tax levies are made with voter approval, or at the discretion of individual school
boards, usually up to limits or for expenditures in categories authorized in law by the
Legidature. The largest share of the property tax levies made by school districts is from
voterapproved levies: the excess operating referendum and debt service levies.



Minnesota Education Finance Terms

General Education ProgranThe general educationggram is the method by which school districts
receive the majority of their financial suppofithere are several components to the general

education program. The chart below illustrates the various categories of general education funding
and the narrate that follows explains each category in detail.

Note: FY 2019s the 208-2019 school year.

General Education Program Components (FY 2019)

Referendum Revenue

9.9% Compensatory

6.7%

Local Optional
4.4%

Operating Capital
2.6%
Equity
1.3%  Other*
0.9%
Sparsity
1.2%
Extended time
0.7%

Basic N English Language
71.3% Transition Learner (ELL)
0.4% 0.7%

*Other includes Declining Enrollment, Small Schools, Gifted & Talented, PSEO and various other Adjustmer

1. Basic General Education Formula Revenue and Student Achievement Levy

The basic general education formula establishes the minimum level of fundsthéml districts.
Basic gneral education aid determined by multiplying the formula allowance by adjusted pupil
units The basic formula allowance is et each year in legislatiorf-or FY 20D, the bass

formula allowance is $6,313chool distrets and charter schoolll receiveover$6 billion in basic
formula allowanceevenuen FY 2019.

Prior to FY 2015, the general education formula revenue was funded solely with state aid. The
Student Achievement Levy, which whist effective for he 201415 school year, wadesigned to
raise$20,000,000 annuallgtatewide This levyexpiredafter FY2018 and raises $0 in FY 2019.



The following chart showsecent annualormula allowances and tax rates:

Basic
School Formula Tax
Year Allowance Rate
200607 $4,974) 0.00%
200708 $5,074| 0.00%
200809 $5,124| 0.00%
200910 $5,124| 0.00%
201011 $5,124| 0.00%
201212 $5,174| 0.00%
201213 $5,224| 0.00%
201314 $5,302| 0.00%
201415 $5,831] 0.35%
201516 $5,948| 0.33%
201617 $6,067| 0.30%
201718 $6,188| 0.14%
201819 $6,312| 0.00%
Of a districtds basic gener al education revent

($299for kindergarten pupils andd$9for first through sixth gradeupils) mustbe reserved for the
purpose of reducing or maintaining the distr.i
grade classrooms. The gdait these grade leveis to havean average class sizef students to 1
full-time classroom teacher

2. Extended Time Revenue

Extended time revenue replaced the former learning year pupil program, where a district that had
students enrolled for more than a standard school year equivalent could generate additional revenue
for those students. Under priaw, learning year pupils could generate up to a total of 1.5

headcount students in average daily membership (ADM) for a school district. Currently, extended
time revenue allows students to generate up to an additional 0.2 (for a total of 1.2 maxibMm) A
which is then used to calculate the districto
which is multiplied by the extended time formula amount of $5,1
to calculate extended time revenue. The revenue can be used 1
extended day, week or year programs, as well agivadareak
academies and summer term academ@grter schoolsperating
an extended day, extended week or summer prograsiigible for
extended time revenue equal to 25 percent of the statewide ave
extended time revenue per adjusted pupdr FY 2019, charter
schools will receive 36 per adjusted pupil unitl41districts and

all charter schoolgualify for a total of$60.6 million in extended
time revenue.




3. Gifted and Talented Revenue

Districts qualify for 83 per pupil for gifted andalented revenue. Gifted and talented revenue must
be used to identify gifted and talented students, to provide programming for those students and to
provide staff development for teachers of those students. All districts and chartés sciadify for
atotal of $L2.4million in gifted and talented revenue.

4. Declining Enrollment Revenue

Districts that experience declining enrollment from year to year are eligible for declining enroliment
revenue. Previously, declining enrolimentrevenuewaseap ed as part of Amar
unito calculations in many funding formul as.
fiscal year 2015, a separate declining enrollment category was established. Declining enroliment
revenue acknowledgelsat lost per pupil funding due to

fewer students does not always align neatly with the

di strictdés ability to cut it
costs. The declining enrollment formula is 28 percent
($1,767for FY 2019) of the current year formula

allowance times the difference between the current year

and previous year weighted pupil cou#Z 7 districts and

30 charter schools qualify for a total of@.3million in

declining enrollment revenue.

5. Basic Skills Revenue

Basic skills revenue includecompensatory, Englisedrner (EL)and EL concentration revenues.
The funding for basic skills revenue is based on separate formulas for the individual components.
The components are:

A Compensatory revenue. School sites where pupils eligible for fraed reduced priced
lunches attendenerate&ompensatory revenue based on the number of eligible pupils at
the site. Compensatory revenue per pupil increases as the percent of free and reduced
price pupils at a particular school site increases (howéwepédrcent is cappedichool
boards may allocate up to 50 percent of compensatory revenue on adisiit@asis.

A English Learner (EL) revenue Districts receive EL revenue based on the number of
EnglishLearners enrolledh their district. Studens areeligible for EL revenue for up to
seven years (increased from 6 yeats)addition, a per pupil amount is provided to
districts with concentrations of EL students. The per pupil funding increases as the
concentration increases (though the corregioin percentage is capped).

All school districts receive some portion%§19.4million in basic skillsrevenue, which includes
$562.2 million in compensatory revenue aili7.2million in the EL revenue.



6. Sparsity Revenue

Sparsity revenue prowes additional revenue for small and isolated schools. This revenue
acknowledges the higher cost of necessarily small education programs, where options to increase the
number of students in a school would require students to travel an unacceptable atnoent o

There are two parts to the sparsity formula, one for secondary schools and one for elementary
schools. The secondary school sparsity formula takes into account a secondary school's enrollment,
distance from the secondary school to the neareshdarcy school and the geographic area of the
secondary school attendance area. The elementary sparsity formula provides additional funding for
elementary schools that average 20 or fewer pupils per grade and that are 19 miles or more from the
nearest eleentary school. Districts that are relatively small in enroliment and large in geographic
area tend to have the largest sparsity allowanCesarter schools are eligible for sparsity revenue

based on the state average sparsity revenue per p0pitistricts and allcharter schoolseceive a

total of $£8.3million in sparsity revenue.

s 7. Transportation Sparsity Revenue

& o B

Transportation sparsity revenue provides districts with additional
funding based on the number of pupils per square mile in a school
district. $71.8million of transportation sparsity revenue is divided
among306districts and3 charter schoolsyith revenue amounts

up to £,212per pupil unit.

8. Operating Capital Revenue

Operating capital revenue replaced the capital expend#caitgies and capital expenditure

equipment formulas. The operating capital formula has a component representing the former
equipment and technology formulas ($79 per pupil unit), and a component representing the former
facilities formula ($109timeséh di st ri ct 6 s mai ntenance cost i n:
equalized formula. The equalizing factor for fiscal yeardd8%24,241 It will be $22,912in FY

2020 and laterOperating capital revenue ranges froh®$to 243 peradjustedpupl unit per

district and total$215.9million statewide.

9. Equity Revenue

Equity revenue is intended to reduce the per pupil disparity
between the highest and lowest revenue districts on a regional
basis. For the purposes of equity revenue, theréwo regions in
the state: the sevarounty metropolitan area and the balance of 1
state. In each region, districts are ranked according to their bas
and referendum revenue. There are three components to the €
formula: regular, loweferendunmand a supplemental amount. TF
regul ar component is based o
(rural or metro), the loweferendum component provides
additional revenue for districts with referendum amounts below
10 percent of the state average refetum amount, and the supplemental component is a fixed
amount ($50 per pupil) for all districts. Only districts below th® @&rcentile of revenue in
referendum and basic revenue are eligible for the regular anefevendum equity revenue, except
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districts in cities of the first class as of 7/1/99 (Minneapolis, St. Paul and Duluth), which are
automatically excluded. Equity revenue is an equalized formula, equalized at the same rate as the
second tier of referendum revenue, or $510,000 of referentanket value per pupil.

For the regular equity program, a district without an excess levy referendum is eligible for $14 per
pupil unit. A district with an excess levy referendum is eligible for $14 per pupil unit, plus an
additional amount based s percentile ranking. To determine how much regular equity revenue a
di strict receives, the districtds equity inde
districtds basic and referendum revenue by the regionfig@centile of basic and retsrdum

revenue. The result is multiplied by $80. The product of that calculation is added to the basic $14 to
generate the districtdos equity revenue.

Districts with referendum amounts below d€rcent of the state average referendum amount are also
eligible for the supplemental loveferendum equity portion of equity revenue. Qualifying districts
receive an amount per pupil equal to the difference between their referendum amount and 10 percent
of the state average referendum amount, with a $100,0@0 lim

For FY 2017 FY 2018 and FY2019 the revenue amount resulting from both the regular and
low-referendum equity calculations is multiplied by 1.2& metrodistrictsand 1.16 for non

metro districts For FY 2017 only, the 1.16 adjustment for nemetrodistrictscamein the form of
100 percent state aideginning in FY 2020 all districts are eligible for thel.25 adjustment

Prior to FY 2017 only districts located in the seven county metropolitan area were eligible for the
1.25 adjustment.

Finaly, all districts are eligible for an additional $50 per pupil.

Statewide, all districts qualify for equity revenue, sharing a total 28 million, with revenue
amounts ranging fror50to $168per pupil per district.

10. Small Schools Revenue

School districts (excluding charter schools) with fewer than 96(
pupil units qualify for small schools revenue, with the revenue
amount per pupil increasing as the enroliment size of the distri
decreases. The maximum amount a district could theoretically
qualify for under the formula is $544 per pupil59school
districts qualify for $6.6million in aid. The small schools
revenue program includes small high schools in districts with
more than one high school in geographically isolated areas.

11. Transition Revenue

Transition revenue guarantees a district that changes to various funding formulas will not result in
the district receiving less money in the current year than it received in the prior year. It is in essence
a fAnhol d har mFoeexanple fhe 2013ilegislature made changes to the special
education revenue program. A district that received special education revenue undeR@iSpre
funding formulas would be able to continue funding its program at the same level as the previous
year, regardless of changes to the formula that would otherwise indicate that the district was eligible
for less revenue. Transition revenue is undesignated revenue which may be used for any general

6



fund purpose.Transition revenue is a mix of aid andyelevied against referendum market value
using $510,000 per pupil as the equalizing fact@0.Zmillion of transiton revenue is divided
among200school districts an87 charter schools.

12. Referendum Revenue

Referendum revenue allows distriatsiicrease their general fund revenue with the approval of the
voters in the district, and in limited cases, by board approval. A referendum to obtain voter approval
for an increase in general fund revenue may be held on the first Tuesday followimgtthtofiday

in November (Election Day). Elections may be held at a different time if the election is held by mail
ballot. If a district is in statutory operating debt and receives the commissioner's approval, the
district may hold an additional election a different day. A referendum election may be held in the
calendar year before it is levied or one year earlier.

The referendum revenue formula is an equalized formula; that is, the state pays in aid the difference
between what is raised by a local lend a guaranteed revenue amount.

The referendum revenue program has a three tier equalization aid formula as follows:
A First tier revenue (up to $300 per pupil) equalized at $880,000
A Second tier revenue (between $300 to $760 per pupil unit) equaligsiGad00
A Third tier revenue (revenue from $760 to 25 peroétihe basic formula allowance, which is
$1578 for FY 2019 equalized at $290,000. Districts that qualify for sparsity revenue are not
subject to the third tier revenue limit of $I8 for equalization. All revenue above $760 is
eligible for equalization at the $290,000 level for sparsity districts.

s Equalization is used to apply the same property tax burden to
P,J A - ’&“ districts that have similar per p.upil referen_dum revenues, but v_arying .
- R taxbasesThe rel ationship of a distri
per pupil unit to the equalizing factor ($880,000 in the case of the

‘\, o first $300 of referendum revenue) indicates how much referendum

' 4 %’ revenue the district will receive from property taxes. Ifadir i ct 6 s

property valuation per pupil unit were $440,000 for example
’\K{ i (50 percent of $880,000), the district would receivegpgécent of its
; ags revenue from its referendum levy andf@cent from state
v equalization aid. | f @epedpuglt ri ct ¢

unit is greater than $880,000, that district will receive all of its referendum revenue from the local
l evy. The closer a districtdos referendum mar

state aid the district receives faferendum levies below $300 per pupil. The same district with
$440,000 per pupil in market value would levy@gcent ($440,000$510,000 =0.86) of the

revenue for a referendum amount between $300 and $760 per pupil, and 100 percent of the revenue
for a referendum amount between $760 an8®per pupil.

School boardsmag onvert up to $300 per pupil of exi st
approvedo authority. T h e ftofivayeas, ahahychtmetheai n t h
boardmug vote to reauthorize the referendum revenue authority. A district that has less than $300

in referendum authority may convert that existing authority to board approved authorigydameva

board approved authorityp to the $300 limit. Districts withaexisting referendum revenue

authority may authorize the full $300 per pupil in board approved authority.



Referendum revenus calculatedbased on aadjusted pupil uni(APU) basis which factors in
open enrollment. Howeverferendum equalizaticaid is computed on eesidentpupil unit basis.

The maximum amount per pupil that districts can generate in referendum revenue is capped by
statute. For fiscal yeaR019 the standard cap $1,985 The standard cap is adjusted annually
based on changen the Consumer Price Index. Districts eligible for sparsity revenuwasebject

to the standard referendum cap.

Forfiscal year 2019331 schooldistricts tave referendum authoritgtaling $8354 million in

revenue, with amountsgp to $3846 per pupil unit. Some districts with referendum revenue receive
referendum equalation aid, which totalsI®5million statewide (andsiincluded in the 854

million).

Referendum levies must be certified on referendum market value rather than adjutaed n

capacity (ANTC). (ANTC provides tax advantages for residential and agricultural property
compared to commercial and industrial property; referendum market value treats most residential
and commercial property tlsame.) Agricultural land and seasbrecreational cabin properties are

excluded from referendum market value.

Like referendum revenue, local optional revenue is an equaéizgdormula certified on

referendum market value. It is equalized at the same rate as the second tier of referendum revenue,
or $510,000 of referendum nkat value per pupil. For fiscal year Z)n estimate@14districts

chose to accedscal optional revenue. Total local optional revenue is projected $876:8

million - $3183 million coming from local levy and%2.5million coming from state aid

13. Local Optional Revenue

The 2013 Legislature added an additional component to
general educatioprogramcalledlocation equity/local
optionalrevenue It allows schol districts to access up to
$424 per adjusted pupil unit in boaagproved revenue.
Initially in FY 2015 the revenue authorityas available
only tometro and regional center districtty FY 2016 the
revenue authority was expanded to all distréstdretitled
local optional revenue

Equalizing Factor The dollar amount used to calculate the state and local shares in formulas that

are equalized. Most equalizing factors are fixed, such as that for operating capital revenue, which is
set at 84,241 for FY 2019 A fixed equalizng factor is a guarantee by thate that a certain tax

rate will generate a certain amount of revenu
property value. In the case of operating capital reveimeetate guarantees that a 1 perdentrate

will generate 842 (calculationt 0.01x $24,241) in revenue for the district, whether it is raised via

the local property tax, or provided by ttate. The percent of revenue in a given formula which

will be raised through local levies isequalttod di st ri ct 6s property valu
for referendum) divided by the equalizing factor. In the case of operating capital revenue, for
example, a district with $870in ANTC per pupil unit will rais82 percentf its revenue locally

($7870/ $24,241=0.32), with the balance being provided as state aid.

8



Pupil Weighting- A weighted count of pupils used to determine revenue in many funding formulas.
Theweights are as follows:

Grade Level Pupil Weight

Voluntary Pre-Kindergarten 0.6 pupil units

One Kindergarten Pupil 1.0 pupil units (full) 0.55 (half)
One Elementary Pupil (grade3) 1.0 pupil units

One Elementary Pupil (grade6} 1.0 pupil units

One Secondary Pupil (gradel?) 1.2 pupil units

A Preschool Pupil wh Disabilities is counted as 1.0 pupil unit for the ratio of hours of service to
825, with a minimum 00.28 ADM and a maximum of 1.0 pupil unit.

Adjusted Pupil Unit§APU) T eachstudent is weighted by grade level according to the weights listed
above For example, if a district has 1,000 students in grades seven through twelve, its adjusted
pupil count for these secondary students is 1,2a@lation:1,000 x 1.2 pupil units).

Weighted Average Daily Membershii/ ADM) is another term for Adjusted Bl Units
(APU). lItis the total of the above weighted pupil unit categories for a school district.

Pupilsin Average Daily MembershifADM) is the total headcount of students in a school
district. Each student may not count for more than 1.0 ADM.

Note:l n t he examples presented in this bookl e
unless otherwise noted.

Categorical RevenuesAdditional resources for specific school programs. Examples of categorical
revenues include:
1. Special Education Reveau

2. School Lunch Aid \ l /

3. Debt Service Equalization Aid -~ -
Market Value- The value assigned to property by an assessor. _— -~
Referendum market value (RM¥)lows for certain types of property that * ~
have classification rates below one to have a lower market valuththan N \

value assigned by the assessor, and excludes cabins and agricultural

Property Tax Classification RatePercentages applied to the market value of property to arrive at
the adjusted net tax capacity. For example, residential homesteadptomnt $500,000 has a
class rate of percent; the amount over $500,000 has a class rate gbdr@ent.

Adjusted Net Tax Capacity (ANTG)The property value used for calculating most school taxes.
ANTC is determined by equalizing differences in tapacities by property type in different

counties. This equalization process compares market values to actual sales and is intended to
neutralize the effect of differing assessment practices. Also, the ANTC reflects the application of the
classification rges to the market value of property.




Tax Capacity RateThe rate of taxation for a specific program. Tax capacity rates are expressed as a
percent of the adjusted net tax capacity. Many tax capacity rates are set in law.

UFARS (Uniform Financial Accouting and Reporting StandajdsA statewide accounting
procedure that must be used by school districts to record financial transactions and report financial
information to the State Department of Education.

School Funds A set of financial accounts to mage school operations.

A. Operating Funds
I. General Fund general operations of the school district including salaries and
benefits, instructional materials, supplies and custodial operations,
transportation, ongoing capital expenditures and equipment
il. Food Service Fund school lunch and breakfast programs
iii. Community Service Fund community service, early childhood family
education, adult and recreation programs
B. Non-Operating Funds
i. Building Construction Fund bond proceeds used pay for building
construction
il. Debt Service Fund used to pay principal and interest on building project
bonds
iii. Trust Fund

iv. Agency Fund

Districts Off The Formula In districts with high property values per pupil unit, the levy rate for
particular progams may generate revenue that is equal to or greater than the total revenue the district
is entitled to for the program. These distri
program, because all of the revenue is paid by local propedsy.tax
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General Education Program Revenue

General education revenue is a combination of several revenue categories that provide the major
share of funding for school districts. Most of the general education revenue is for the general
operation of the $wol district and is not designated by the state for a specific purpose. General
education revenue is part aid and part jekig levies for general education include local portions of
equity, transition, operating capital, referendum and local optiemehue These local portions of
general education revenue are equalized.

The basic general education formulaff 2019 is $6,312perpupil unit Basic general education
revenue plus several additional components (extended time, gftethlenteddeclining

enrollment, small schools, basic skills, secondary sparsity, elementary sparsity, transportation
sparsity, operating capital, equity, pension adjustment, transition, referendum and local optional)
make up total general education revenue.

Example- General Education Program Revenue
Gopherville School District
($ per pupil unit)

Number of Pupil Units * = 900
Basic Revenue = $6,312
Extended Time Revenue = $30
Gifted & Talented Revenue = $13
Declining Enrollment = $85
Small Schools = 144
Basic SKIs Revenue = $50
Secondary Sparsity Revenue = $10
Elementary Sparsity Revenue = $0
Operating Capital Revenue = $200
Transportation Sparsity Revenue = $62
Equity Revenue = $100
Transition Revenue = $16
Referendum Revenue (board approvedF  $300
Reerendum Revenue (votapproved) = $100
Local Optional Revenue = $424

General Education Revenue = (Basic Revenue + Extended Time Revenue + Gifted & Talented Revenue
+ Declining Enrollment Revenue + Small Schools Revenue + Basic Skills Revenue + Se&paataity
Revenue + Elementary Sparsity Revenue + Operating Capital Revenue + Transportation Sparsity
Revenue + Equity Revenue + Transition Revenue + Referendum Revenue (board approved) +
Referendum Revenue (votapproved) + Local Optional Revenue) x Plnits

($6,312+ $30 + $13 + $85 + $144 + $50 + $10 + $0 + $200 + $62 + $100 + $16 +$300 + $100
+ $424) x 900

$7846x 900

$7,061,400

*As noted earlier, al | references to fipupil un
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Basic Aid

Basic aid is calculated as the basic formula allowance \'/

($6,312for fiscalyear202) t i mes t he di i adij u
pupil units (APU). Basic aid is also referred to as basic

formula aid, or formula revenug126C.10, sbd. 2]

L O g

Examplei Basic General Education Aid

Gopherville School District

FY 2019 Adjusted Pupil Units (APU) 1,000
General Education Formula Allowan $6,312

Formula Calculation

Basic Revenue = Adjusted Pupil Units X General Education Formula Allowanc
= 1,000 X $6,312
= $6,312,000

12



Extended Time Revenue

Extended time revenue replaces the former learning year pupil
program, which allowed districts with students enrolled for more than
a standard school year equivalent to generateiadditrevenue for
those students. Extended time revenue allows students to count 8
to an additional 0.2 (for a total of 1.2 maximum) ADM, which is thg
used to generate an APU based
total for extended time ADM ithen multiplied by the extended time
formula amount to calculate total extended time revenue. The
extended time formula amount is fixed at $5,117. Extended time
revenue can be used for extended day, week or year programs.

dent 0

Extendedime revenudor charter school®perating an extended day, extended week or summer
programis equal to 25 percent of the statewide average extended time revenue per adjusted pupil
unit. [124E.20;126C.05, 15; 126C.10, 23]

Exampled Extended Time Revenue

Gopherville $hool District

ADM between 1.0 and 1.2 = 10
APU for ADM between 1.0 and 1.2* = 10
Formula Allowance for Extended Time = $5,117

Extended Time Revenue

APU for ADM between 1.0 and 1.2 x Extended Time Formula Allowance

10 x $5,117

$51,170
*Assumes all extended time students in this example are in grades 1 through 6.

Gopherville Charter School

200
$71

Adjusted Pupil Units
Statewide Average Extended Time Revenue per APU

Extended Time Revenue

= APU x 25%of StatewideAverageExtendedTime Revenue per APU
= 200 x 0.25x $71)
= 200 x §.7.75

= $3,550



Gifted and Talented Revenue

Gifted and talented revenue is equal to $13 per
adjusted pupil uni t . A
revenue must be used to identifytgd and talented
students, to provide programs for those students, an
train teachers for working with gifted and talented
students. [126C.1@p]

Examplei Gifted and Talented Revenue

Gopherville School District

Adjusted Pupil Units (APU) =1,000
Gifted & Talented Revenue Formula Amount= $13

Gifted and Talented Revenue

APU x Gifted & Talented Formula Allowance

1,000 x $13

$13,000
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Declining Enrollment Revenue

Districts that experience declining enrollment from yteayear are eligible for
declining enroliment revenue. Previously, declining enrollment revenue wag

captured as part of fAmarginal <cog GULpY
formulas. Declining enrollment revenue acknowledges that lost per pup!
fundng due to fewer students does nv¢ als w

ability to scale back its personnel and other operating costs. The declining
enrollment formula is 28 percent of the current year formula allowances@by
thefiscal year 2@9) times the difference between the current year and previous year
weighted pupil count. [126C.10, 2d]

Examplei Declining Enrollment Revenue

Gopherville School District

Adjusted Pupil Units Current Year (201-8.9) = 950
Adjusted Pupil Units PreviousYear Q01718) = 1,000
General Education Formula Allowance =$6,312

Declining Enrollment Revenue

(28%of FormulaAllowance) x the greater ¢&) Zero or
(b) APU ReviousYeari APU Current Year

028x %312 X (1,000 950)

$1,767 X 50

$88,350

Ini t
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Basic Skills Revenue

Basic skills revenue includes compensatory revenue, English learner (EL) revenue and EL
concentration revenu@lVhile these revenues are combined into a single category, the total revenue
is based on separate formulas for the individual components. [126C.10, 4; 126C.15; 124D.65]

Compensatory revenue.Districts receive additional funding, called compensatorymeegefor

students eligible to receive free and reduced price lunches, based on the count on October 1 of the
previous year.Districts, with board approvatay allocate up to 50 percent of the compensatory
revenue on a distrisvide basis; the other 50 pentmust be allocated to the school site in which

the pupil who generatete revenue receives instructioifhe revenuenust be used to meet the
educational needs of pupils whose educational progress related to state or local content or
performance stadards is below the level that is appropriate for pupils at that age level. Each
school 6s -makihgeaeam,®rdnstsidtianmmnd curriculum advisory committee if there is no
site decisiormaking team, must make recommendations on how the revetwledaspent. Districts

that receive compensatory revenue must maintain separate accounts for the revenue and report on its
expenditure.Beginning in fiscal year 2018a percentage of this revenue must be used fo

extended time activities: 1.7 percentFY 2018, 3.5ercentin FY 2019, and 3.%ercentplus the
percentage change in the formula allowance from FY 2019 in FY 2@2d later.

Compensatory revenue for each building in the district is calculated by
multiplying compensatory pupil units timesttotal of thegeneral l I Aol d
education formula allowance minus $839 &= for FY 2019. ]

Hulj

Compensatory pupil units equal 0.6 x [the sum of the nuof&udents (( L ‘ﬂ—
receiving free lunch and 0.5 x students receiving reduced price Iunche \,,\ — “ ’
x the lesser of (a) 1, @¢b) the quotient of the following calculation /f—z‘/"‘/) ‘/Z,:/; |‘
divided by 80: the number of free lunch pupils plus half the number i————

reduced price lunch pupils divided by the total number of pupils time“ \ ) l \\ﬂ “
100. Beginning in fiscalyear2018a di st r i ct 6 S nweo mp L t“L

is the sum of the compensatory revenue calculation and the amounts deS|gnated under Laws
2015, ' Special Session chapter 3, article 2, section 70, subd.a&pplicable

English Learner programs revenue Schooldistricts with English learning (EL(formerly limited

English proficient) students receive aid to recognize the additional cost of educating these students.
For funding purposes, an EL student is defined as one whose primary language is not English, whose
English language skills do not@ full classroom participation, whose prior year score on an

emerging academic English test is below the cutoff score, and who is enrolled in an EL educational
program but has not been enrolled in Minnesota public schools for six or more Aesiuslentvho

has passed the emerging academic Englghleat has not yet received sewears of EL services

is eligible to continuetb e counted as el igi bl e $raomte&her f undi
determines thahe studenhas not demonstrated aesnic language proficiency in English

EL regular revenue is equal to $7des the greater of 20 or the number of eligible EL pupil units.
Districts also receive EL concentration revenue, which provides additional revenue when a district
has a higheconcentration of EL pupils. EL concentration revenue is computed by taking the lesser
of 1, or the result of dividing the concentration percentage (which is 100 times the ratio of current
year EL pupils to total average daily membership) by 11.5 antiphyiig that number by the

number of current year EL students and the concentration revenue formula amount of $250.
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Examplei Compensator€omponent of Basic Skills

Gopherville School District, Central School

Number ofPupils (October ¥ Enroliment) = 800
Number ofPupils ReceivingFreeLunches = 100
Number ofPupils ReceivingReducedPrice Lunches = 200
General Education Formula Allowance = $6,312
Compensation
Pupil Units = [(100 + (200/2)) »0.6] x the lesser of (a) 1 or (b)  (100+ (200/2))
100 x_ 800
= 120x the lesser of (a) 1 or (125.0 80

80
= 120 x the lesser ofa) 1 or(b) 0.313

120 x0.313 = 37.6

Maximum Compensatory

Revenue =  CompensatorfPupil Units x General Ed Formula Adwance- $839
= 376 X $6,312- $839
= 37.6 X $5473
= $205,785

Gopherville School District, Country School

Number ofPupils (October ¥ Enrollment) = 200
Number ofPupils ReceivingFreeLunches = 10
Number ofPupils ReceivingReducedPrice Lunches = 20
General Education Formula Allowance = $6,312
Compensation
Pupil Units = (10 + (20/2)) x0.6 x the lesser of (a) 1 or (b) (10+ (20/2))
100 x _ 200
= 12 x the lesser of (a) 1 or (b10.0 80

80

12 x the lesser di) 1 or(b) 0.125
= 12 x 0.125 = 15

Maximum Compensatory
Revenue Compensatorfupil Units x General Ed Formula Allowance839

= 15 X $6,312-$839
= 15 X $5473
= $8210
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Examplei English Learner Component of Basic Skills

Gopherville School District

Number of Pupils = 1,000
Number of Eligible EL Students = 68
Concentration Revenue Formula Amount = $250

EL Revenue = Regular Revenue + EL Concentration Rewenu

EL Regular Revenue
= $704 X the greater ofa) 20 or(b) Eligible EL Pupil Units

= $704 X the greater ofa) 20 or(b) 68
= $704 X 68
= $47872

EL Concentration Revenue
= 201819EL Studentsx Concentration Formulx Concentration Pupil Units

68 x $250 x the lesser of (a) 1 or (b) 100 x (68/1000)
11.5

68 x $250 x the lesser ofa)l or(b)0.59

68 x $250 x 0.59

= $10,030
EL Total Revenue = EL Regular Revenue + EL Concentration Revenue
= $47872+ $10,030
= $57902

Examplei Total Basic Skills Revenue

Gopherville School District

Compensatory Revenue (Central School Site) = $205785
Compensatgr Revenue (Country School Site) = $8,210
EL Revenue = $57,902

Basic Skills Revenue= Compensatory Revenue (Central + Country) + EL Revenue
= ($205785+ $8,210) + $57902
=$271,897
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Secondary Sparsity Revenue

Districts with one or more sparsely populated high school attendance areas may be eligible for
additioral revenue to meet the higher cost of operating a secondary program with a small number of
students. To be eligible, a high school must have an isolation index greater tharfe2@eatithn

400 pupils in average daily membership. If adistricthasmdrean one hi gh school
sparsity revenue is the sum of the calculation for each high school. Districts with certain reforested
lands have an additional factor in the formula that increases sparsity revenue. A district that certifies
that itwould not close a school building unless it continues to qualify for secondary sparsity revenue
at the previous amount (with the building remaining open) may close a school building and not have
its secondary sparsity revenue reduced. [126®,10,84

Examplel Secondary Sparsity Revenue
Gopherville School District

Adjusted Pupil Units 700

Secondary Average Daily Membership (ADM) 300

General Education Formula Allowance for Sparsity $5,782(calculation: $6,312- $530)
High School Attendancérea = 356 SJuareMiles

Distance from High Sclhad to Nearest High Schogt 22 Miles

\J.55xAttendares_Area

Isolation Index (iiy + Miles toNearesHigh School

- 55x356 + 22
- V196 + 22
= 14 + 22
= 36
Secondary Sparsity Revenae (400-Sec ADM (a) 1.50r
Formula Albwance x Sec. ADM X400+Sec ADM) x the lesser of(b) ii-23
10
(400-300 (a) 1.50r
= $5,782x 300 x (400+300) x the lesser ofb) 36-23
10
100

$5,782x 300 x 700 X the lesser () 1.5 or(b) (13/10)

$5,782x 300 x0.14 xthe lesser ofa) 1.5 or(b) 1.3
$5,782x 300 x0.14 x 1.3

$5,782x 300 x0.182

$5,782x 54.6

$315697

Secondary Sparsity Revenue pepPUnit =  $815697700 = $51.00
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Elementary Sparsity Revenue

Districts with a sparsely popu&d elementary school attendance area may be
eligible for additional revenue to operate the elementary school. To be
eligible, an elementary school must have an average of 20 or fewer pupils per
grade level and be located 19 miles or more from the nedesséntary

school. A district that certifies that it would not close a school building unless
it continues to qualify for elementary sparsity revenue at the previous amount
(with the building remaining open) may close a school building and not have
its dementary sparsity revenue reduced. [126C.10, 8]

Examplei Elementary Sparsity Revenue

Gopherville School District
ABC Elementary School

Grades K6 Pupil (ADM) = 100
General Education Formula Allowance for Sparsity $5,782 (calculation: $6,312- $530)
Distance to Nearest Elementary School = 23 miles

Elementary Sparsity Revenue
= Elementary ADM x Formula Allowance x140-Elem ADM)
(140+Elem ADM)

100 x $5782x (140- 100
(140 + 100)

= 100 x $5782x 40
240

= 100 x $5782x 0.1667
= 100 x 964

= $96,367

Note: The 140 used in the formula assumes 20 pupils in each of gra@lesfkhis elementary
school had fewer than seven grades, the formula would be adjusted for the actual oignddes
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Operating Capital Revenue

Operating capital revenue is available for repair and betterment of facilities, acquisition of land,
purchase or lease of equipment, and purchase of books. Operating capital revenue is placed in the
operating capital aount in the general fund. Operating capital revenue is based on the two former
components of a capital expenditure funding formula: facilities revenue and equipment revenue.

The facilities component of the formula generates revenue of $109 per ptpiusna weighting

for the average age of the districtds buildin
unit. In addition, a district with a learning year program receives an additional $31 per pupil unit at
the site a program is in plac@perating capital revenue is an equalized formula, with an equalizing
factor of £4,2410f ANTC per pupilfor FY 2019 In FY 2020the equalizing factowill increaseto

$22912 [126C.10,13]

Examplei Operating Capital Revenue
Gopherville School Disict

1,000

$6,000

$109 perPupil Unit
$79 per Pupil Wit

Number of Pupil Units

ANTC per Pupil Unit

Operating CapitalHacilities Component)
Operating @pital Equipmern Component)

Average Age of District Buildings 25 years
Maintenance Cost Index 1.25 (1 + Ratio of Average
Age to 100)

Operating Capital Revenue per Pupil
= EquipmentComponent +Kacilities Component XMaintenanceéCost
Index)

$79 + ($109 x 1.25)

$79 + $136
$215

Revenue Pupil Units x OperatingCapital perPupil Revenue

1,000 x $215
$215,000

Revenue x (ANTC perupil / Operating Capital Equalizing Factor)

Levy

$215,000 x ($®00 / £4,241)

$215,000 x0.248
$53,320

Aid

Revenuéd Levy
= $215,000" $53,320

= $161,680
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Transportation Sparsity Revenue

In 199697, a major portion of the funding of

transporting students, equal to $170 per pupil, was P - ELIET
rolled into the basic general education formula. To
recognize the additional costs of transporting students
in those difricts with fewer students per square mile,
the transportation sparsity formula provides additior
funding based on the number of students per square
mile. The actual formula uses logarithms to calculate
a revenue amount. The final paftthe formula
subtracts 4.66 percenf the basic formula amount,
which in 1997 was the $170 by which the general
education formula waisno nafr etarsa@nds plaret dtoi drher éve
changes in the basic formula since 1996 [126C.10subd.18]

For this formula, sparsity index means the great@2br the number of square miles in the district
divided by the number @fdjusted pupil units Density index means the number of square miles
divided by the number @&fdjusted pupil unitshowe\er, the density index may not be greater than
0.2 or less thaf.005.

Examplel Transportation Sparsity Revenue

Gopherville School District

AdjustedPupil Units(APU) = 1,000
Number of Square Miles = 90
General Education Formula Allowance = $6,312
District Sparsity Index = 0.20
District Density Index = 0.09

Transportation Spaitg Revenue per Pupil Unit = [(fmulaAllowance x0.141) x (DistrictSparsity
Index raised to th@.26 power) x District Densitylndex raised to th@.13 power)]- (Formula
Allowance x0.0466)

[($6,312x 0.141) x 0.20 ~0.26) X 0.09 ~0.13)] - ($6,312x 0.0466)

[$890x 0.658063 x0.731226]- $294

$428 - $294

= $134

Total Transportation Sparsity Revenue Revenue peAPU x APU

$134x 1,000

$134,000
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The 2017 Legislature amended the Transportation Sparsity Revenue allowance by adding the Pupil
Transportation Adjustment to the calculation. Tdwnula takes portion(18.2 percentof the

di fference bet we e n costs ahd thetsum: & gorfiosn(4.66meraerdopis r t at i o
basic revenue; previous transportation sparsity revenue; and charter school transportation
adjustment For this formulatransportation cosinclude regular and excess public transportation

costs, asvell as costs associated with depreciation of the bus fledbesnotinclude special

education transportation or transportation among buildings.

Examplei Pupil Transportation Adjustment

Gopherville School District

Transportation Cost2018 = $2,740,000
Transportation Cost017) = $2,700,000
Basic Revenué2018 = $10,000,000
Transportation Sparsity Reven(&918 = $500,000
Charter 8hool Transportation Adjustme(2018 = $0

Pupil TransportatiorAdjustment= 0.182 x[(the lesser of (alPreviousY earTransportatiorCostsor
(b) 1.05 xSecondPreviousY earTransportatiorCosts)i ((PreviousY earBasicRevenue x 0.0466) +
PreviousY earTransportatiorSparsityRevenuet PreviousY earCharterSchool Transportation
Adjustment)]

= 0.182 x [thelesser of (a) $2,740,000 or (b) $2,835,000($10,000,000 x 0.0466}
$500,000 + 0)]

= 0.182 x p2,740,000" ($466,000+ $500,000 + 0)]

= 0.182 x p2,740,000 $966,000

= 0.182 x p1,774,000]

= $322868



Equity Revenue

Equity revenue is intended to reduce the disparity in revenue per pupil unit

between the highest and lowest revenue districts on a regional basis, with the

regions defined as the seven county metropolitan area and the balance of the

state, using a set of tleéormulas, one for regular equity, one for fow
referendum equity and one for supplemental equity.

Regular equity revenue is calculated by ranking all districts in each region
according to their total basic and referendum revenue. Districts below'time@entile of revenue
in those two components combined are eligible for regular anddtevendum equity revenue,
except school districts located in cities of the first class on July 1, 1999 (Duluth, Minneapolis and
St. Paul), which are automaticalgkcluded. All eligible districts receive $14 per pupil unit, but
districts with operating referendum receive additional revenue based on their percentile ranking
compared to the rest of the region the district is in. To determine how much extra redestriet a
receives, the districtds equity index is calc
revenue in the two categories by thé' @&rcentile of revenue in those two categories. The result is
multiplied by $80.

Low-referendum equtwas created to provide additional aid for districts with referendum amounts
per pupil below temercent of the state average referendum amount (state average referendum
revenue pepupil is $57for FY 2019. Low-referendum equity is equal to differertoetween a

di strictoés r ef erpercedtafthe siageravenage pefedlendamadhouttOwith the total
low-referendum supplemental equity amount not to exceed $100,000 for any one district.

For FY 2017, FY 2018 and FY 2019¢ revenue amount resting from both the regular and
supplemental lowreferendum equityformulas is multiplied by 1.25 for metrdistricts,and 1.16
for non-metro districts For FY 2017 only, the 1.16 adjustment for nemetro districtscamein
the form of 100 percent stataca Beginning in FY 2020, all districts are eligible for the 1.25
adjustment. Prior to FY 2017only districts in the seven county metegion were eligible for the
1.25adjustment.

Finally, supplemental equity provideS@per pupil of revenue for atlistricts.
Equity revenue is equalized at the same rate as the second tier of referendum revenue, using

$510,000 of referendum market value (RMV) per pupil as thelizing factor. [126C.10,subd.
24-30]
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Examplei Equity Revenue
Gopherville School Btrict

Number of Ripil Units = 1,000
Basic Revenue = $6,312
Local Optional Revenue p@upil = $424
Referendum Revenue peupil = $300
7-County MetroArea = no
Rural 9%" Percentile = $8,297
Rural 8" Percentile = $6,612
Metro 95" Percentile = $8,298
Metro 8" Percentile = $6,612
State Average Refendum Revenue peupl = $957
Gopherville Referendum Market Value (RMV) garpil = $300,000
Reqular Equity Revenue
Regional Equity Gap= 95" Percentile- 5™ Percentile
(Rural) $8,297- $6,612 = $1,685

95" Percentilei (Dist. Basic + Referendum + Local Optional)
$8,297- $7,036 = $1,261

District Equity Gap

Equity Index [District Equity Gap / Regional Equity Gap]

$1,261/ $1685 = 0.748

Regular Equity Rev. PupilUnits  x [$14 + ($80 x Equity Index)]

= 1,000 X [$14 + ($80 x0.748)]
= 1,000 X [$14 + $9.84]

= 1,000 X $73.84

= $73840

Supplemental LovwReferendum Equity Revenue

Low-Referendum Equity
Revenue = Pupils x [($957x 10%) i District Ref.]

1,000x [($957x 0.10)- $300]

1,000 x ($9570 - $300)
District ref. authority less than 1086 statewia average? = No($300> $9570)

= $0



Subtotal- Equity RevenudReqular and LowReferendum

SubtotalEquity Revenue

16% Adjustment

Supplemental EquitiRev.

Grand Toal Equity Rev

Regular Equity Revenue Low-Referendum Equity Revenue
$73840 + $0

$73,840

16% Equity Revenue Adjustment

Equity Revenue (Parts 1 §2x 0.16
$73840 x 0.16

$11,814

Supplemental Equity Revenue

Pupils x Supplemental Equity Formula Amount
1,000 x $50

$50,000

GrandTotal EquityRevenue

Regular Equity Revenue + LefReferendum EquitiRevenuer
16% Equity Revenue AdjustmentSupplemental
Equity Revenue

$73840 + $0 + $11814 + $50,000

$135654
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Equity Revenué Aid and Levy Calculation

Equity Levy = Grand Total Equity Rev. 16% Adjust* x RMV/Pupil Unit
$510,000
= $135654 - $11,814 X $300,000
$510,000
= $123840 X 0.588
= $72,818
Equity Aid = Total Equity Revenue - Equity Levy
= $135654 - $72,818
= $62,836

*For FY 2017 only, the 1percentadjustment for nometro districtsvas100 percenstate aid
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Small Schools Revenue

Small Schools revenue is allocated to school districts (excluding charter schools)
based on thekenroliment. Districts withessthan960 adjusted pupil units
gualify for the revenue. The formul a
adjusted pupil units, multiplied by a factor that allocates more revenue per pupil

to smaller school distriston a sliding scal@.he definitonofai di st ri ct o f
small schols revenue purpos@scludes a high school that is eligible for sparsity

aid in a district with at least two high schools. [126C.10, 2c]

Exampled Small Schools Revenue

Gopherville $hool District

Adjusted Pupil Units (APU)
Small Schools Formula Allowance

200
$544

Small Schools Revenue= (Small Schools Allowance x APU) X960-APU)

960
= ($544 x 200) X (96071 200)
960
= $108,800 X 0.79
= $85,952
Gopher City School District
Number of Pupil Units = 750
Small Schools Formula Allowance = $544

Small Schools Revenue= (Small Schools Allowance x APU) X960-APU)

960
= ($544x750) x  (960i 750)

960
= $408,000 X 0.22

$89,760

Note: Sincethe Gopher City school district has more pupilstatsl revenue is greater than Gophervillayt
the smaller district (Gpherville) has more revenue per pufi430 vs. $120).
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Transition Revenue

Transition revenue guarantees a district that changes to various funding formulas will not result in
the district receiving less revenue in the currestal year than it received in the prior fiscal year. It
is, in essence, a fAhol d h awaswrignallg arevpnueoguaraatéeo n .
for 20032004 revenue, fixed at the 20@005 amount per pupil. Since then it has been exparmded t
includethe followingcomponents: lachievement and tegration revenue transition) gension
adjustment transition,)3pecideducation transitiorand 4)excess cost aid transition.

Transition revenue is a fixed amount that is undesignatechagde used for any general fund
purpose. Transition revenue is a mix of aid and levy, levied against referendum market value
(RMV), using $510,000 as the equalizing factor. [126Csubd.31-33]

Examplei Transition Revenue
Gopherville School Distric

FY 2019Pupil Units = 1,000
FY 20150Id Law Transition Revenue = $20000
FY 20150Id Law Revenue (includes the sum dfat/the district =  $6,750,000
would have received for general education revenue, integration

revenue, pension adjustments, special education aid and exces

aid under 2012 Statutes)

FY 2019New Law Revenue (includehe sm of general educatior =  $6,74,000
revenud excluding transition revenueandachievement and

integration revenue and special education aid)

Referendum Market Value Per Pupil Unit = $400,000

FY 2019Transition Allowance FFY 20150Ild Law Transition Rvenue + the greater of

(a) $0 or (b the difference between FY 2008d Law Revenue and FY 20Mew Law Revaue] /
FY 2019Adjusted Pupil Units

=[$20000 + the geater of (a) $0 or (b) the difference between 38,000 and $6,00q / 1,000
=[$20000 + $D,00q / 1,000
=$30,000/ 1,000

=$30
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Total Transition Revenue = Transition Allowance x Adjusted Pupil Units

=$30x $1,000
= $30,000
Transition Levy = Transition Revenue X RMV per Rupil
$510,000
= $30,000 X $400,000
$510,000
= $30,000 X 0.784
= $23,520

Transition Revenué Transition Levy

Transition Aid

$3000071 $23,5D

= $6,480
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General Education Revenue Reserved Revenue and Reictions

Learning and Development Revenue
Of a districtds basic gener al ed
average daily membership ($299 for kindergarten pupils and $459 for fi
through sixth grade pupils) must be reserved for the purpaselwcing or
mai ntaining the districtoés aver a \ si ze
grade classrooms. The goal is to have average class sizes be 17 stude
1 full-time classroom teacher for these grade levels. [126C.12]

Revenue for StafDevelopment

An amount equal to two percent of the basic formula amoW26(@4 per pupil unitfor fiscal year
2019 must be sperndn staff development. Staff development revenue may be used for teacher
evaluation activiiesEa c h 'y e ar , icen$ed taeachens ant school board agtee via a vote,
this reserve may be waived. In addition, a distnatatutory operating debt is exempt from this
reserve requirement. [122A.61]
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Referendum Revenue
/ﬁ

6&' - Referendum revenue allows districts to incrdasee r evenue avail abl
m L general fund with the approval of the voters in the district, and in limited, ¢nses
ﬁ board approval. Referendum revenue up to $300 per pupil unit is equalized at
$880,000 of market value, referendum revenue bet®860 and $760 per pupil unit
O is equalized at $510,000 of market value and revenue above $760, up to 25 percent of
w/,,; the basic formulallowance ($578 for FY 2019, is equalized at $290,000. Districts

that qualify for sparsity revenue are eligible foualigzation of $290,000 on the entire
amount of referendum authority above $760.

Referendum revenue is subject to an annual Eap fiscal year 201,%hestandardcap isestimated

to be$1,985per adjusted pupil unit. The cap is adjusted annuallinfation based on the urban
consumer price indexDistrict referendum revenue, except in districts eligible for sparsity revenue,
may not exceed this cap. For most+sparsity eligible districts,1985is the effective cap.

[126C.17]

Examplei Refeendum Revenue
Gopherville School District

Note: This example assumes voter approval of a referendum and a school board decision to levy the
full authorized amount.

Adjusted Pupil Units = 1,000
Referendum Market Value =  $285,000,000
Referendum Marke¥alue perPupil = $285,000
Referendum Revenue pleupil Unit = $800
First TierEqualizationFactor = $880,000
Second TieEqualizationFactor = $510,000
Third Tier Equalization &ctor = $290,000

To calcul ate a di st r iteanosntthabwilldbpaid toehe distriet froadnu m | e
the date in the form of referendum equalization aid, first calculate referendum revenue in each tier
(remembering that i f the districtds referendu
first tier calculation would be replaced with the actual approved amount, and the second tier
calculation would be unnecessary):

First Tier Referendum Revenue $300 x Pupil Units
$300 x 1,000
$300,000

Second Tier Referendum Revenue $460 x Pupil Urtis
$460 x 1,000
$460,000

Third Tier Referendum Revenue (Referendum péeupil Unit - $760) x Pupil Units
($800- $760) x 1,000
$40 x 1,000

$40,000
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Next, calculate the levy portion of referendum revenue by calculating the amount ofrleagffo
tier of referendum revenue:

First Tier Revenue X Referendum Market Value peupil
First Tier Equalizing Factor

First Tier Levy

= $300,000 X $285,000
$880,000

= $300,000  x 0.32

= $96,000

Second TieRevenue X Referendum Mrket Value per @il
Second Tier Equalizing Factor

Second Tier Levy

= $460,000 X $285,000
$510,000

= $460,000 X 0.56

= $257,600

Third Tier Levy Third Tier Revenue x Referendum Market Value pBupil

Second Tier Eaalizing Factor

= $40,000 X $285,000
$290,000

= $40,000 X 0.98

= $39,200

Total Levy First Tier Levy + Second Tier Levy + Third Tier Levy

$96,000 + $257,600 + $39,200
$392,800

Finally, calculate the aid portion of referenduewenue by subtracting the total levy from the total
referendum revenue generated:

Aid Referendum RevenueReferendum Levy

$800,000- $392,800
$407,200

This aid amount may be reduced by the amount of referendum tax base replacement aid that the
district receives. (Seeage68 for a discussion of refendum tax base replacement aid).



Referendum Equalization Examples

As illustrated by the table below, districts with different tax bases in referendum market value per
pupil unit can have a signtfantly different mixes of referendum levy and referendum equalization
aid. The table shows, using the formulas described in the previous pages, the referendum aid and
levy in a district with high, medium and low market values per pupil unit with $900updrunit of

referendum revenue authorized.

Calculating the tax rate for the total levy in each school district shows how equalization works. The
tax rate is calculated by dividing total levy by total tax base (which is referendum market value per
pupil unit multiplied by referendum pupil units). In each of these cases, the tax rate is the same for
the equalization factor, so although the low value district has the same effective tax rate as the high
value district, and less property value per pupihttiee high value district, the low value district
receives the same amount of revenue per pupil as the high value district, up to the level of the
equalizing factor, due to the referendum equalization aid provided by the state, with a tax rate that is

thes a me . Once a

value grows.

Market Value pePupil Unit
Referendum Amount pétupil Unit
ReferendunPupil units

Total Revenue

First Tier Revenue
Second Tier Revenue
Third Tier Revenue

First Tier Levy
Second Tier Levy
Third Tier Levy

First Tier Aid
Second Tier Aid
Third Tier Aid

Total Levy
Total Aid
Percent Levy
Percent Aid

Tax Rate

di strictods

Low
$250,00C
$900
750
$675,00(C

$225,00(
$345,00(C
$105,00C

$63,00C
$169,05C
$90,30C

$162,00C
$175,95C
$14,70C

$322,35C
$352,65C
47.8%
52.2%

0.172%
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Medium
$500,00C
$900
2,000
$1,800,00(

$600,00C
$920,00C
$280,00C

$342,00C
$901,60C
$280,00C

$258,00(
$18,40C
$0

$1,523,60(
$276,40C
84.6%
15.4%

0.152%

base

School District Referendum Market Val

High
$750,00C
$900
10,000
$9,000,00(

$3,000,00(
$4,600,00(
$1,400,00(C

$2,550,00(
$4,600,00(
$1,400,00(

$450,00C
$0
$0

$8,550,00(
$450,00C
95.0%
5.0%

0.114%

per

pupi |



Local Optional Revenue

Districts are eligite for up to$424 per pupil in local optional revenu€his revenue is a mix of
local property tax levy and state aid. [126C diihd.2e]

Examplei Local Optional Revenue

Adjusted Pupil Units (APU)

Local Optional Revenue Authority
Referendum Market Value per APU

Local Optional RevenuedtializingFactor
Existing Referendum Revendéeithority
Referendum Auhority after LocalOptional Offset

Local OptionalRevenue

Local OptionalLevy

Local OptionalAid

Gopherville School District

2,500
$424

$475,000

$510,000
$500
$76

Local OptionalAid and Levy

APU x Local OptionalRevenue Allowance

2500 x $424
$1,060,000
Local OptionalRevenue x ~ RMV perPupil Unit
$510,000
$1,060,000 X $475,000
$510,000
$1,060,000 x 0.931
$986,860
Local Optional Revenue - Local OptionalLevy
$1,060,000 - $986,860
$73,140




K-12 Categorical Programs

Special Education

Districts receive funding to recognize a portion of the additional costs of providing required services
to students with disabilities. All operating districts receive some speciateatuaid, but the
amount can vary gregtbetween districts The total aid entitlemerfdor FY 2019 is $1.47 billion.

The gecial educatiomid hashistoricallybeenallocatedon apartial cost reimbursemenasis-

districts receivedpecial educationiéfor the current year based on a portion of its certified special
education related expenditures from the previous y8arce FY 2015, the state ha®ved towardch

A ¢ e Abasedsmodel, one that accounts fawider range of co$actors likeoverall dstrict

average daily membership served, poverty concentration, district size, and the average costs of
educating students with different primary disabilities.

The threeaveragecost categories farerving different primary disabilities are:

1) $10,4® times the December 1 child count for the primary disability akagitism
spectrum disorder, developmental delay and severely multnpigired Categoryl);

2) $18,000 times the December 1 child count for primary disability areas of deaf araf-hard
heaing and emotional behavioral disorddgiGategory 2; and

3) $27,000 times the December 1 child count for primary disability aredsvefopmentally
cognitive mildmoderate, developmentally cognitive sevprefound, physically impaired,
visually impaired ad deafblind Category 3.

Initial Aid includes thdeastof:

ay62 percent of the districtdéds old formula s

year, excluding pupil transportation expenditures;
b) 50 percent of t he cddusationéexpendises forahe prerd/@ar, al s p

excluding pupil transportation expenditures;
c) or 56 percent of the pradt of the sum of the censbasedamounts, computed g prior
fiscal year dataJ125A.76]

Examplel Special Educatiomitial Aid

Gophenille School District

District ADM Served =1,000
Tot al AOIl d F oducationExpendigiee ¢ + $1900d0
Total NonfederalSpecialEducationExpenditures = $2,3)0,000
Free Lunch Eligiblestudents =300
Reduced Lunch Eligibl&tudents =60

Ratio of Free and Reduced/Enroliment =0.33
Category 1 Students =35
Category 2 Students =12
Category 3 Students =5
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Theleast of (a), (por (c) below:

(@62 % xld Fo r TmaSperial EdicationExpenditures
=062 x $1900000
= $1,178,000

(b) 50% x Total NonfederalSpecialEducationExpendituresRrior Y ear)
=050 x $2,30,000
= $1,150,000

(c) 56% x (CensusBasedAllocatiort + Category 1 €ategory 2 + Category 3)

* CensusBasedAllocation = BasiAllowance +District Size Allowance + Povertllowance

s

= 1,000 ADM served x [($450 (4,000x .008 + ($400 x0.33)]

= 1,000 AIM served x [$450 8 + $137
é

=1,000 X $590
= $590,000

= $590,000 + $864,000 + £16000 + $35000
= $1,305000

=0.56 x $1,305,000
= $730,800

Category 1 Sudents x $10,400
=35x $10,400
= $364,000

Category 2 fudents x $18,000
=12x $18,000
=$216,000

Category 3 Sudents x $27,000
=5 X $27,000
= $135000

The kast of: (a) $1,178,@0
(b) $1,50,000 or
(c) $730,800

Total Speial Education Initial Aid =$730,800
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Special Educdion - Excess Cost Aid

Excess cost aid is intended to compensate districts that hasgearreimbursed special education
costs relative to the d[12AT9 ct 6s general educ

Excess cost aid is calculated as the greatest of:

(1) 56pec ent of the difference between the dis
education costs and 7 percent of the dist

2)62 percent of the difference between the
educatonost s and 2.5 percent of the district

(3) Zero

Examplei Excess Cost Aidl Gopherville School District

UnreimbursedNonfederalSpecialEducationExpenditures = $2,300,000
Unr ei mb ldie re rd uSpesial Ed. Expenditures = $1,900,000
Prior Year General EducatioreRRenue = $7,300,000

Excess OstAid, thegreatest of:

(1) 56% x [Unreimbursd Nonfederal Expend- (7% of GeneralEd. Revenue)]
056 x $2,300,000 (0.07 x$7,300,000)
056 x 2,300,000 $511,000
0.56 x $1,789,000
=$1,001,840

(2) 62% x [Unreimbursedld FormulaExpend. - (2.5% ofGeneralEd Revenue)
0.62 x [$1,900,000 (0.025 x $7,300,000)
0.62 x [$1,900,00 - $182,500]

0.62 x $1717,500
= $1,064,850

(3) = Zero

Initial ExcessCostAid for Gopherville = $1,064,850
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Home Based Travel Aid
Aid is provided to reimburse 50 percaritthe travel costs of personnel providing hebased travel
services to children under age five with a disability. [125AsUibd.1]

Special Pupil Aid

Districts are reimbursed for the special education costs not covered by other special education
funding or the general education formula for students withabiiiy residing in public or private
residential facilities in the district and for whom there is no school district of residence because
parental rights have been terminated or the parents cannot be located. [186Bd73,

3¢



American Indian Education Aid

Districts charters or American Indiagontrolled tribal contract or grant schowlgh at least 20
American hdian studentsaand operating an American Indian education progeameligible for
Americanindian Edweation Formula Aid.Districts must submit a plan fapproval by the Indian
Education DOrector that outlines used the funds angrogram outcomesThe formula guarantees a
base funding level of $20,000 fdistricts with at least 20 American Indian cgumts. In addition,
districts receive $35Ber American Indian pupil above the qualifying 20 student threshold.
[124D.81]

Examplei American Indian Education Aid

Gopherville School District

American Indian Students8/edon Oct 1 of Previous &ar =250
Formula Anount per American IndiaStudent = $358

American Indian Education Aid= $20,000+ ($358x Eligible Students @ater than 20

= $20,000 + 9$B58 x (25071 20)]

$20,000 + 9358 x 230]

$20,000 + &2,340
= $102,340

Total American Indian formula aid =1$2,340
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Alternative Teacher Compensation Revenu€éQ-Comp)

Alternative teacher compensation (also commonly called
AR omp Reveneaedt)encoarage districts to
adopt alternative pay structures for teachersCdhp
revenue of $260 per prior year unweighted pupils is
available to school districts, intermediate school districts
and charter schools that develop and implement an
alterrative teacher pay system by Octob®oi that school
year. In general, in order to qualify for the revenue, the
district must, one full school year prior to the year of

i mpl ementation, notify the Commi sslenecentar of Ed
alternative pay system. Individual school sites may also qualify for alternative teacher compensation
revenue, even if the school district in which the site is located does not qualifgtaidaiccap for
Q-Compwasincreased from $75.6 mitin to$88.1million in FY 2017 Revenuas projected to go

to 108school districtsy9 charter schooland one intermediate district.

Intermediates districts and cooperative unigseeligible to participate in the @omp revenue
programbeginningin FY 2017. Revenue for qualifying intermediates or cooperatives equals $3,000
times the number of licensed teachers employed by the district or cooperative.

The $260 per pupil of revenue is a mix of aid and levy, withédsent of the per pupil amount

$169, coming in the form of state aid and the balance, $91 per pupil, in the form of equalized levy
revenue. The levy revenue is equalized using an equalizing factor of $6,100 of adjusted net tax
capacity per pupil. Qualifying districts may chooseetceive only the basic aid portion of the
revenue (the $169 per pupil) or at the district's discretion, may opt to also access the additional
equalized levy (the $91 per pupil). In addition, charter schadigf do not have levy authority)
receive a prated aid amount based on the percentage of $260 per pupil that all districts receive.
[122A.413416]

Samplei Alternative Teacher Compensation Revenue

Gopherville School District

Prior Year OctobersIEnroliment = 1,000
Qualifies for Revenue? = Yes
Alternative Compensation RemueFormulaAmount pePupil =  $260
ANTC perPupil Unit = $4,000

Alternative Compensation Revenue

= Alternative Compensation Formula x Prior Year OctolS&Edrollment

$260 x 1,000

$260,000

41



Alternatve Compensation Basic Aid
= $169 x Prior Year Octobef'Enrollment

$169 x 1,000

= $169,000

Alternative Compensation Equalized Levy Revenue

= $91 x Prior Year OctoberEnrollment

$91 x 1,000

= $91,000
However, the Alternative Corapsation Levy Revenue is itself a mix of aid and levy, so:
Alternative Compensation Equalized Levy Revenue

= Alternative Compensation Levy + Alternative Compensation Equalization Aid
Alternative Compensation Levy

= Alternative Compensation Equalizedvy Revenue YANTC perPupil Unit
$6,100

$91,000 X $4,000
$6,100

$91,000 X 0.656

= $59,696
Alternative Compensation Equalization Aid
= Alternative Compensation Equalized Levy Revehudternative Compensation Levy

$91,M0 - $59,696

$31,304

Alternative Compensation Revenue Alternative Compensation Basic Aid + Alternative
Compensation Levy + Alternative Compensation Equalization Aid

= $169,000 + $59,696 + $31,304

$260,000
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Permanent School Fund Revenue

SchoolDistricts and charter &ools receive revenue from the

st ateds Permanent School Fund,
state constitution (Articll, section8). The constitution

makes provisions for the proceeds from school trust fund lands
that were placeah trust after being granted from the federal
government to the state in 1857, 1860 and 1866 for that
purpose. The constitution requires that trust fund lands be
managed to generate income for the Permanent School Fund.
Initially, much of the land wasofd, and the money deposited
in the school trust fund. In addition to sale proceeds, incom
generated by the land (primarily through logging and mining

activities) is deposited into tHand. The estimatedY 2019trust fundbalance i1 4 billion. (Stae

Board of InvestmenComprehensive Performance Rep8eptember 2098 Theconstitution
requires that thprincipalr e mai n i n the fund Aperpetual and i
generated by the investment of the principal in the fund is allddased on the number of students

in the district.

establ

Permanent School Fund revenue is paid twice during the school year, with one payment in
September and one in March. Permanent School Fund revenue is paid based on the number of
students in average dailyembership (the headcount) served by the district or charter school during

the previous year. Permanent school fund revenue received by school districts and charter schools is
undesignated general fund revenue, and thus available for any purpose.

In FY 2019 an estimate®34.3million is expected to be allocated to school districts, with each

district receiving approximatel39.78 per student served in average daily membership.
[MN Constitution, Art. XI, section 8; M.S. 127A.33]

Examplei Permanent &hool Fund Revenue

Gopherville School District

2017-18 Adjusted (Served) ADM =1,000
201819 Permanent School Fund Formula =$39.78

Permanent School Fund Revenue:

Adjusted (Served) ADM x Permanent School Fund Formula

1,000 x  $39.78

$39,780



Capital Expenditure Related Programs

Long-Term Facilities Maintenance Revenue

Beginning in fiscal yar 2017, all districts, charter schools, intermediate
districtsand cooperative units are eligible for the new L-Giegm

Facilities Mantenance Revenue Program (LTEMhis progranfi f e | d
i n 0 previousthe Health and Safety, Alternative Facilities and
Deferred Maintenance reveamprograms.

Allowed uses of the lonterm facilities maintenance revenue include:

(1) Deferred capital expertdre and maintenance necessary to prevertidugrosion of facilities;
(2) Approved Health and&ety Capital Projects:

(3) Increasedccessibility to school facilities and

(4) Transferdrom the LTFMreserve in the generalrid to the debt redemption fundy(board
resolution)

(5) Approved expenditures associated with remodefistguctionalspace for Voluntary P¥K
programs

(6) Charter schools are allowed to use the revenue for any purpose related to the school

Long-term facilities maintenance revenmest notbe used for construction of new facilities,
remodeling of existing facilitiegexcept for voluntary pr&indergarten)purchase of portable
classrooms, to finance a lease purchase agreement, energy efficiency projects, facilities used for
postsecadary instruction, violence prevention, security, ergonomics or emergency communication
devices.

All participants in the LTFMprogram must have a d@ar facilities plan. The plan must be updated
annually and approved by both thec h ogoverdisg boed and Commissioner of Education.

Districts must indicate if they plan to issue general obligation bonds or use an annual levy to finance
project costs (referred to as fipay as you goo
debt servie schedule ensuring that debt service revenue for the principal and interest on the bonds
will not exceed projected LTFM revenue for the year. Intermediate districts may also issue bonds,
by resolution of all member school districts and approval of therissioner.

Voter-approval isnotrequired for issuance of geral obligation bonds for LTFMrojects.

However, notice must be posted at least 20 days prior to the earliest solicitation of bids, sale of
bonds, or final certification of levies. The pighbled notice must outline the scope of the projects,
the amount of the bond issue and the total district indebtedness.

Long-term facilities maintenance revenue is an equalized levy (consisting of local property tax levy
and state aid, depending on prdperalue per pupil relative to the state averadger the purposes
ofLTFMequalized | evy only, the districtds adjus
by 50 percent of the value of class 2a agricultural land in the district(The house, garagand

one acre (HGA) ofhe farm is not included in tregriculturalvalue). This has the effect of making
districts with a large amount of agricultural landueaeligible for increased LTFMqualization aid,
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