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Introduction

“The stability of a republican form of governmemipénding mainly upon
the intelligence of the people, it is the dutylod tegislature to establish a
general and uniform system of public schools. [Eigeslature shall make
such provisions by taxation or otherwise as witlise a thorough and
efficient system of public schools throughout treges”

- Minnesota Constitution, Article Xlll, Section 1

The financing of elementary and secondary educatidfinnesota is through a combination of
state-collected taxes (primarily income and sadesl) locally collected property taxes. Revenue to
school districts is received in three major categgrall of which are described in greater detail i
this booklet. In summary, the three categories are

1. State Education Finance Appropriations

A. General Education Aid - The largest share eféducation finance appropriation,
general education aid, is intended to provide t@dfinancial support for the
education program.

B. Categorical Aids - Categorical revenue formwes generally used to meet costs that
vary significantly between districts (i.e., spe@dlcation) or promote certain types
of programs (i.e., career and technical aid, aolsic education aid).

2. State Paid Property Tax Credits
Property tax credits reduce the amount of propestgs paid. To make up for this reduction,
the state pays the difference between what wasdawiproperty taxes and what is actually
received in property taxes to school districts atigbr taxing districts.

3. Property Tax Levies
Property tax levies are usually determined asqfaatformula that includes state aid. The

largest share of the levy is from voter-approvedels the excess operating referendum and
debt service levies.



Minnesota Education Finance Terms

General Education ProgranThe general education program is the method liglwschool districts
receive the majority of their financial support.

1. Basic General Education Formula Revenue

The basic general education formula establishemthemum level of funding for school
districts. General education aid is determinedudytracting the amount raised by the
general education levy from the formula allowanasétiplied by pupil units. Both the basic
formula allowance and the general education leeysat each year in legislation.

School Yes Formula Allowanc Tax Rati

199¢-97 3,505 a) 40.8%
1997-98 3,581 37.4%
199¢-99 3,530 b) 36.9%
199¢-200( 3,740 c) 36.58¥%
200¢-01 3,964 d) 35.78Y%
2001-02 4,06¢ 32.41Y%
200z-03 4,601 €) 0.0%
200:-04 4,601 0.0%
200405 4,601 0.0%
2005-06 4,78 0.0%
200¢-07 4,974 0.0%
20008 5,07« 0.0%
200¢-0¢ 5,12¢ 0.0%
200¢-1C 5,12¢ 0.0%
201C-11 5,12¢ 0.0%

(a) The formula and tax rate for 1996-97 reflect théiroof a major portion of
transportation funding and training experience fagdnto the general education formula
($300 in total).

(b) The formula for 1998-99 is the net change doe ¢éadi-out of $130 of training and
experience funding from the general education féamu

(c) The formula increase in 1999-2000 of $210 is theesult of the roll-in of $43 in
graduation standards revenue into the formula &tba increase in the formula.

(d) The $224 formula increase in 2000-01 is the netlred the roll-in of $67 in district
cooperation revenue, an increase of $39 for seafébpment and a $118 increase in the
formula.

(e) The formula increase in 2002-03 of $533 is therestlt of the roll-in of $14 in
assurance of mastery revenue, the conversion & 8#deferendum revenue onto the
formula and a $104 increase in the formula.



Until 2002-03, the general education formula waSemjualized” formula - the state paying
in aid the difference between what was raised bydhbal levy and the formula allowance.
Beginning in 2002-03, the general education levyg elaminated.

The basic formula allowance for the 2009-10 sclyeak is $5,124 per marginal pupil unit.
Of this amount, the revenue resulting from .057e8rK, .115 times®t3™ and .06 times
4"-6" grade students in average daily membership mustdgeved with the goal of
reducing kindergarten and elementary classes taeaaher per 17 pupils.

2. Extended Time Revenue

Extended time revenue replaced the former leary@ag pupil program, where a district that had
students enrolled for more than a standard schesnl gquivalent could generate additional revenue
for those students. Under prior law, learning yaauils could generate up to a total of 1.5 ADM for
a school district. Extended time revenue allowslshts to generate up to an additional 0.2 (for a
total of 1.2 maximum) ADM, which is then used tdccgate the district’'s AMCPU, which is
multiplied by the extended time formula amount 84, for 2009-10) to calculate extended time
revenue. The revenue can be used for extendedvaay, or year programs. For 2009-10, 122
districts qualify for a total of $63.7 million irkeended time revenue.

3. Gifted and Talented Revenue

Districts qualify for $12 per pupil for gifted analented revenue. Gifted and talented revenue must
be used to identify gifted and talented studeotprovide programming for those students and to
provide staff development for teachers of thosdestits. For 2009-10, all districts qualify for a

total of $11.4 million in gifted and talented reven

4. Basic Skills Revenue

Basic skills revenue includes compensatory, limEeadlish proficiency (LEP) and LEP
concentration revenues. Even with the revenue$oted into one category, the funding for basic
skills revenue is based on separate formulas @imtlividual components. The components are:

Compensatory revenue. School sites where pupils eligible for free aeduced priced
lunches attend receive compensatory revenue basttk mumber of eligible pupils at
the site. Compensatory revenue per pupil increaseise percent of free and reduced
price pupils at a particular school site incredbesvever, the percent is capped).

Limited English Proficiency. Districts receive LEP revenue based on the numwibe
students with limited proficiency in English foretin first five years of enroliment in
Minnesota public schools. In addition, a per papilount is provided to districts with
concentrations of LEP students. The per pupil iimgdhcreases as the concentration
increases (though the concentration percentaggpized).

All school districts will receive some portion o4@3.9 million in basic skills revenue in 2009-10.
(The $403.9 million includes $362.5 million in coensatory revenue and $41.4 million in the LEP
revenues.)



5. Sparsity Revenue

Sparsity revenue provides additional revenue falsamd isolated schools. This revenue
acknowledges the higher cost of necessarily srdalt&ion programs. Options to increase the
number of students would require students to tramainacceptable amount of time. There are two
parts to the sparsity formula, one for secondahpsls and one for elementary schools. The
secondary school sparsity formula takes into accawecondary school's enrollment, distance from
the secondary school to the nearest secondary Isshédhe geographic area of the secondary
school attendance area. The elementary sparsityufa provides additional funding for elementary
schools that average 20 or fewer pupils per gradelzat are 19 miles or more from the nearest
elementary school. Districts that are relativehali in enrollment and large in geographic area ten
to have the largest sparsity allowances. 96 distreceive a total of $23.2 million in sparsity
revenue in 2009-10.

6. Transportation Sparsity Revenue

Transportation sparsity revenue provides distigth additional funding based on the number of
pupil units per square mile in the school distribiuring 2009-10, $60.5 million of transportation
sparsity revenue is divided among all school ditgriwith revenue amounts per district ranging up
to $762 per pupil unit.

7. Operating Capital Revenue

Operating capital revenue replaced the capital medipgre facilities and capital expenditure
equipment formulas. The operating capital formhda a component representing the former
equipment and technology formulas ($73 per pupi)uand a component representing the former
facilities formula ($100 times the district's mantnce cost index). Operating capital revenua is a
equalized formula. The equalizing factor is $10,80adjusted net tax capacity per pupil unit.
Operating capital revenue ranges from $173 to $28&upil unit per district in 2009-10 and totals
$194.5 million statewide.

8. Training and Experience Revenue

Training and experience revenue is based on therexge and education of a school district’s
faculty. Beginning in the 1998-99 school yearyaelachers hired prior to 1996-97 are counted for
the purposes of computing a school district’s tregrand experience revenue. 35 school districts
qualify for training and experience revenue amouaging up to $78 per pupil unit, for a total of
$744,000 statewide during 2009-10.

9. Equity Revenue

Equity revenue is intended to reduce the per mlipparity between the highest and lowest revenue
districts on a regional basis. For the purposesqaity revenue, there are two regions in the state
the seven-county metropolitan area and the balahite state. In each region, districts are ranked
according to their basic and referendum revenueerd are three components to the equity formula:
regular, low-referendum and a supplemental amotihe regular component is based on a district’s
ranking in their region (rural or metro), the loefgrendum component provides additional revenue
for districts with referendum amounts below 10 peatof the state average referendum amount, and
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the supplemental component is a fixed amount (®46ppil) for all districts. Only districts below
the 98 percentile of revenue in referendum and basicmeeere eligible for the regular and low-
referendum equity revenue, except districts iresibf the first class (Minneapolis, St. Paul and
Duluth), which are automatically excluded. Equgyenue is an equalized formula, equalized at the
same rate as the first tier of referendum reveou®476,000 of referendum market value per pupil.

For the regular equity program, a district withantexcess levy referendum is eligible for $13 per
pupil unit. A district with an excess levy refedem is eligible for $13 per pupil unit, plus an
additional amount based on their percentile rankifig determine how much regular equity revenue
a district receives, the district’s equity indexcaculated by dividing the difference between a
district’s basic and referendum revenue by theoreai 98" percentile of basic and referendum
revenue. The result is multiplied by $75. Thedot of that calculation is added to the basic 13
generate the district’s equity revenue.

Districts with referendum amounts below 10 peradrihe state average referendum amount are also
eligible for the supplemental low-referendum equitytion of equity revenue. Qualifying districts
receive an amount per pupil equal to the differdreteveen their referendum amount and 10 percent
of the state average referendum amount, with a,$00dimit.

For districts in the seven county metropolitan atka revenue amount resulting from both the
regular and low-referendum equity calculations dtiplied by 1.25.

Finally, all districts are eligible for an additialr$46 per pupil.

Statewide, all districts qualify for equity revengéaring a total of $93.4 million, with revenue
amounts ranging from $46 to $238 per pupil peridist

10. Alternative Compensation Revenue

Alternative compensation revenue (commonly call@€dmp Revenue") was created to encourage
districts to adopt alternative pay structures éachers. A district that adopts such a pay stredcsu
eligible to receive $260 per unweighted pupil inereue. Alternative compensation revenue is a
combination of aid and equalized levy. Total al&give compensation revenue is projected to go to
44 school districts and total $77.5 million for 2000.

11. Transition Revenue

Transition revenue guarantees a district thatd@3204 general education revenue, excluding
referendum, per 2002-03 defined pupil unit (usirdgusted Marginal Cost Pupil Units (AMCPU) as
defined on page 7) was at least as high as its-28Qsr old AMCPU general education revenue,
less referendum, or what it would have gotten i83204 had the general education revenue
formulas not been changed by the 2003 legislatliransition revenue is set as a fixed amount per
pupil equal to the 2003-04 transition amount, andndesignated revenue which may be used for
any general fund purpose. Transition revenuemsxeof aid and levy, levied against referendum
market value using $476,000 as the equalizing fadbwring 2009-10, approximately $29.8 million
of transition revenue is divided among 206 schastridts.



12. Referendum Revenue

Referendum revenue allows districts to increase femeral fund revenue with the approval of the
voters in the district. A referendum to increaseeayal fund revenue may be held on the first
Tuesday following the first Monday in November (&len Day) except that elections may be held
at a different time if the election is held by malllot. If a district is in statutory operatinglat and
receives the commissioner's approval, the digtnay hold an additional election on a different day.
A referendum election may be held in the calerygar before it is levied or one year earlier.

Referendum revenue is capped at an amount eqtla reater of 1) the greater of (a) 26 percent of
the basic general education formula allowance @L 24 in the 2009-10 school year) or (b) $1,294
multiplied by inflation since 2003-04 (which is cently estimated to be $1,571.43 in the 2009-10
school year); or 2) the district’'s 1994 referendallowance amount times 1.177 times the
inflationary increase between 2003-04 and 200708 bne-fourth the percentage increase in the
basic formula plus the district’s 2002 supplemeatal transition revenues minus $215. District
referendum revenue, except in districts eligiblesjparsity revenue, may not exceed this cap. For
most non-sparsity eligible districts, $1,571.48is effective cap.

The referendum revenue formula is an equalized ditanthat is the state pays in aid the difference
between what is raised by a local levy and a gueealhrevenue amount. The first $700 per pupil of
a school district’s referendum levy is equalize®4i16,000 per pupil of referendum market value.
Any amount above $700 and below the cap ($1,57h.2809-10) is equalized at $270,000 per
pupil of referendum market value. Districts quahf) for sparsity revenue have any amount of
referendum revenue above $700 per pupil and be& @f the formula allowance ($1,332.24 in
2009-10) equalized at $270,000.

Equalization is used to make property tax burdenslitricts with similar per pupil referendum
revenues, but varying tax bases the same. Thgoredhip of a district’s referendum market value
per pupil unit to the equalizing factor ($476,080he case of the first $700 of referendum revenue)
indicates how much referendum revenue the distiitteceive from property taxes. If a district’s
property valuation per pupil unit were $238,000dgample (50 percent of $476,000), the district
would receive 50 percent of its revenue from ifenendum levy and 50 percent from state
equalization aid. If a district’s referendum markalue per pupil unit is greater than $476,008t th
district will receive all of its referendum revenirem the local levy. The closer a district’s
referendum market value per pupil is to $0, thénbighe percentage of state aid the district reseiv
for referendum levies below $700 per pupil. Thesalistrict with $238,000 per pupil in market
value would levy 88.1 percent ($238,000 / $270,80881) of the revenue for a referendum amount
between $700 and $1,332.24 per pupil.

For the 2009-10 school year, 305 districts haveresfdums totaling $780.0 million, with amounts
ranging up to $4,261 per pupil. Most districtshwiéferendum revenue receive referendum
equalization aid, which totals $71.3 million staigev(and is included in the $780.0 million).

In 2002-03, basic revenue was increased by $41pypf unit, and referendum, supplemental and
transition revenue were decreased by $415 per.plipié reduction was first applied to a district’s
supplemental and transition revenue, with any smpphtal and transition in excess of $415 added
to a district’s referendum revenue. If the distsisupplemental and transition revenues were below
$415, the balance was removed from the distriefesrendum revenue. Prior to that, referendum
revenue was also reduced by the general educatiorufa increase between 1993-94 and 1994-95
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($100). Also, revenue in excess of $315 per pupil was reduced by 25 percent of increases in
training and experience revenue and compensateenoe between 1993-94 and 1995-96. (These
reductions applied first to supplemental revena®unts remaining after the supplemental
reduction applied to referenda.) However, in arigiswith a low fund balance, no supplemental
revenue, low adjusted net capacity and a higheatkrm amount, the reduction may have been less
than the increase in the formula allowance.

Referendum levies must be certified on referenduarket value rather than adjusted net tax
capacity (ANTC). (ANTC provides tax advantagesrisidential and agricultural property
compared to commercial and industrial propertyemr&idum market value treats most residential
and commercial property the same.) Referendumehadtue excludes agricultural land and
seasonal recreational cabin properties.

Equalizing Factor The dollar amount used to calculate the statiel@ral shares in formulas that
are equalized. Most equalizing factors are fixeeath as that for health and safety revenue, whkich i
set at $2,935. A fixed equalizing factor is a guaee by the State that a certain tax rate will
generate a certain amount of revenue for a schswiad, regardless of the district’s property valu

In the case of health and safety revenue, the §tetentees that a 1% tax rate will generate $29.35
(.01 x $2,935) in revenue for the district, whettés raised via the local property tax, or pradd

by the State. The percent of revenue in a givemdta which will be raised through local levies is
equal to the district’s property value (in ANTCroarket value for referendum) divided by the
equalizing factor. In the case of health and safegnue, for example, a district with $1,468 in
ANTC per pupil unit will raise 50% of its revenumchlly ($1,468 / $2,935 = .5), with the balance
being provided as state aid.

Pupil Weighting- A weighted count of pupils used to determinesrae in many formulas:

One Kindergarten Pupil = .612 pupil units
One Elementary Pupil (grade 1-3) 1.115 pupilsun
One Elementary Pupil (grade 4-6) 1.06 pupitani
One Secondary Pupil (grade 7-12) 1.3  pupilsunit

A Preschool Pupil with Disabilities is counted a2&5Lpupil units for the ratio of hours of
service to 825 with a minimum of .28 ADM and a nmaxim of 1.25 pupil unit.

Weighted Average Daily Membershig/ ADM) is the total of the above weighted pupilitun
categories for a school district.

Adjusted Marginal Cost Pupil Unif&AMCPU) is the greater of the total of weightedege
daily membership served by the school district ipliétd times .77 plus the total of the
weighted average daily membership served by theaschstrict for the prior school year
multiplied times .23, or the actual current weighéererage daily membership served by the
district.

Pupil units in_Average Daily MembershiADM) is the total headcount of students in a
school district. Each student may not count forertban 1.0 ADM.

In the examples presented in this booklet, “pupitsl means adjusted marginal cost pupil
units, unless otherwise noted.



Categorical RevenuesAdditional resources for specific school progsaniExamples of categorical
revenues include:

1. Special Education Revenue

2. School Lunch Aid

3. Debt Service Equalization Aid

Market Value- The value assigned to property by an asse$geterendum market value (RMV)
allows for certain types of property that have sifsation rates below one to have a lower market
value than the value assigned by the assessogxahees cabins and agricultural land.

Property Tax Classification Rate®ercentages applied to the market value of ptppe arrive at
the adjusted net tax capacity. For example, ratimlenhomestead property under $500,000 has a
class rate of 1 percent; the amount over $500,@8Qltlass rate of 1.25 percent.

Adjusted Net Tax Capacity (ANTG)The property value used for calculating mosbsthaxes.
ANTC is determined by equalizing differences in tapacities by property type in different
counties. This equalization process compares rhadtees to actual sales and is intended to
neutralize the effect of differing assessment jcast Also, the ANTC reflects the application of th
classification rates to the market value of propert

Tax Capacity Rate The rate of taxation for a specific program. Tapacity rates are expressed as a
percent of the adjusted net tax capacity. Manyctgpacity rates are set in law.

UFARS (Uniform Financial Accounting and Reporting Start$a- A statewide accounting
procedure that must be used by school districtsdord financial transactions and report financial
information to the State Department of Education.

School Funds A set of financial accounts to manage schootaipens.

A. Operating Funds
I. General Fund- general operations of the school district incigdsalaries and
benefits, instructional materials, supplies andauial operations,
transportation, ongoing capital expenditures andpment
il Food Service Funé 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 to pay for building
construction
il Debt Service Fund used to pay principal and interest on buildingjgct
bonds
ii. Trust Fund

iv. Agency Fund

Districts Off The Formula In districts with high property values per pupilit, the levy rate for
particular programs may generate revenue thatualéq or greater than the total revenue the distri
is entitled to for the program. These districks maferred to as being “off the formula” for that
program.




General Education Program Revenue

General education revenue is a combination of sévevenue categories that provide the major
share of funding for school districts. Most of tieneral education revenue is for the general
operation of the school district and is not desigddy the state for a specific purpose. General
education revenue is part aid and part levy, withdquity, transition, operating capital, alterveati
compensation and referendum portions of the geeetadation program being equalized.

The basic general education formula for 2009-1¥bi4 24 per pupil unit. Basic general education
revenue plus several additional components (b&dls,xtended time, secondary sparsity,
elementary sparsity, operating capital, transpioragparsity, equity revenue, training and
experience, transition and referendum) make up get@eral education revenue.

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

Number of Pupil Units * = 1,000
Basic Revenue = $5,124

Extended Time Revenue = $20
Gifted & Talented Revenue = $12
Basic Skills Revenue = $30
Secondary Sparsity Revenue = $10
Elementary Sparsity Revenue = $0
Operating Capital Revenue = $194
Transportation Sparsity Revenue = $62

Equity Revenue = $107
Training & Experience Revenue $8
Alternative Compensation Revenue $225
Transition Revenue = $16
Referendum Revenue = $425

General Education Revenue = (Basic Revenue + Egtemidne Revenue + Gifted & Talented
Revenue + Basic Skills Revenue + Secondary SpdRgitenue + Elementary Sparsity Revenue +

Operating Capital Revenue + Transportation SpaRstyenue + Equity Revenue + Training &
Experience Revenue + Alternative Compensation RevenTransition Revenue + Referendum

Revenue) x Pupil Units

($5,124 + $20 + $12 + $30 + $10 + $0 + $1W62 + $107 + $8 + $225 + $16 + $425)
x 1,000

$6,233 x 1,000

$6,233,000

* As noted earlier, all references to “pupil unitg’e references to adjusted marginal cost pupisuni



Basic Revenue

Basic revenue is also referred to as basic fornaula, \'/
formula revenue. Basic revenue is calculated eb#sic
formula allowance ($5,124 for 2009-10) times the
district’s adjusted marginal cost pupil units (AMQP
AMCPU is calculated as the greater of the dissict’
current year weighted students in average daily
/ membership served in the district (adjusted pupiis)y or o
the district’s current year adjusted pupil unitsltiplied by 77 percent, plus the
district’s prior year weighted pupil count multigdl by 23 percent. This calculation allows disgrict

that have declining adjusted pupil units to couhp2rcent of the reduction in adjusted pupil umts
their formulas for calculating current year reven{#&26C.10, 2]

Example -- Basic Revenue

Gopherville School District

Kindergarten ADM 70
1% — 39 Grade ADM 220
4™ _ 68" Grade ADM 200
7" -~ 12" Grade ADM 370

2007-08 Adjusted Pupil Units 1000

2009-10 adjusted pupil units
(.612 x K ADM) + (1.115 x 3 ADM) + (1.06 x 46" ADM) + (1.3 x 7-12" ADM)

42.84 + 245.3 + 212.0 + 481.0

981.14

2009-10 AMCPU
= the greater of: 1) 2009-10 adjusted pupil yrats
2) 2007-08 adjusted pupil units x .23 + 200%dfusted pupil units x .77

= the greater of: 1) 981.14 or;
2) 230 + 755.4
= the greater of: 1) 981.14 or; 2) 985.5
= 9855
Basic revenue = 2009-10 AMCPU X 2009-10 Basic Fearllowance
= 985.5 X $5,124
= $5,049,702
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Extended Time Revenue

Extended time revenue replaces the former learygag pupil
program, which allowed districts with students diebfor more than
a standard school year equivalent to generateiadditrevenue for
those students. Extended time revenue allows stside count as up
to an additional 0.2 (for a total of 1.2 maximunipM, which is then
used to generate an AMCPU based on the studegridedevel. The
AMCPU total for extended time ADM is then multiplidy the
extended time formula amount to calculate totaéedéd time
revenue. The extended time formula amount is faete®4,601.
Extended time revenue can be used for extendedigsek or year
programs. [126C.05, 15; 126C.10, 23]

Example — Extended Time Revenue

Gopherville School District

ADM between 1.0 and 1.2 = 7
AMCPU for ADM between 1.0 and 1.2 = 10
Formula Allowance for Extended Time = $4,601

Extended Time Revenue

AMCPU for ADM between 1.0 and 1.2 x Extended @iFormula Allowance

10 x $4,601

$46,010

11



Gifted and Talented Revenue

Gifted and talented revenue is equal to $12 peil.pup
A district’s gifted and talented revenue must bedu®
identify gifted and talented students, to provide
programs for those students, and to train teadbers
working with gifted and talented students.
[126C.10, 2b]

Example — Gifted and Talented Revenue

Gopherville School District

AMCPU

1,000
Gifted & Talented Revenue Formula Amount = $12

Gifted and Talented Revenue

AMCPU x Gifted & Talented Formula Allowance

1,000 x $12

$12,000
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Basic Skills Revenue

Basic skills revenue includes the former compemgationited English proficiency (LEP) and LEP
concentration revenues. While these revenuesoanbioed into a single category, the total revenue
is based on separate formulas for the individuadimanents. [126C.10, 4; 126C.15; 124D.65]

Compensatory revenue. Districts receive additional funding,
called compensatory revenue, for students eligibleceive free and ' NERE ' ) & —
reduced price lunches, based on the count on Qclobkthe N

previous year. Compensatory revenue must be édldda the L __
school site in which the pupil who generated thenee receives (e — ==
instruction, and must be used to meet the eductiweds of pupils /f:_,},‘—_/‘ “/“(s)fz H
whose educational progress related to state ol tocdent or (=== / /M “
performance standards is below the level that jsciate for s l' “
pupils at that age level. Each school’s site decisnaking team, or \\ﬂ

instruction and curriculum advisory committee iété is no site decision- maklng team, must make
recommendations on how the revenue is to be spgistricts that receive compensatory revenue
must maintain separate accounts for the revenueeqilt on its expenditure.

Compensatory revenue is calculated by multiplyiognpensation pupil units times the general
education formula allowance minus $415. Compeosaiupil units equal 0.6 x [the sum of the
number of students receiving free lunch and 0.&udents receiving reduced price lunches] x the
lesser of (a) 1, or (b) the quotient of the follagicalculation divided by 80: the number of free
lunch pupils plus half the number of reduced phiceh pupils divided by the total number of pupils
times 100.

Limited English Proficiency revenue School districts with limited English proficie(itEP)
students receive aid to recognize the additionsii cbeducating these students. For funding
purposes, an LEP student is defined as one whasanyrlanguage is not English, whose English
language skills do not allow full classroom papation, whose prior year score on an emerging
academic English test is below the cutoff scoré,w&ho is enrolled in an LEP educational program
but has not been enrolled in Minnesota public stshfmw five or more years.

LEP regular revenue is equal to $700 times thetgred 20 or the number of eligible LEP pupil
units. Districts also receive LEP concentratioreraue, which provides additional revenue when a
district has a higher concentration of LEP pupll&P concentration revenue is computed by taking
the lesser of 1, or the result of dividing the aamication percentage (which is 100 times the m@itio
current year LEP pupils to total average daily mership) by 11.5 and multiplying that number by
the number of current year LEP students and theerdration revenue formula amount ($250 for
2009-10).

13



Example -CompensatoryComponent of Basic Skills

Gopherville School District, Central School

Number of pupils (Octoberlenroliment) = 800
Number of pupils receiving free lunches = 100
Number of pupils receiving reduced price lunches = 200
General Education Formula Allowance = $5,124
Compensation
pupil units = (100 + (200/2)) x .6 x the lessea@f 1 or (b): (100+(200/2))
100 x 800
= 120 x the lesser of (a) 1 or (b) 25.0 80
80
= 120 x the lesser of 1 or .313
= 120x .313 = 37.6
Maximum Compensatory
Revenue =  Compensatory pupil units x Generdr&udula Allowance - $415
= 376 X $5,124 - $415
= 376 X $4,709
= $177,058
Gopherville School District, Country School
Number of pupils (Octoberlenroliment) = 200
Number of pupils receiving free lunches = 10
Number of pupils receiving reduced price lunches = 20
General Education Formula Allowance for Compengator = $5,124
Compensation
pupil units = (10 + (20/2)) x .6 x the lesser of Leor (b): (10+(20/2))
100 x 200
= 12 x the lesser of (a) 1 or (b) 10.0 80
80
= 12 x the lesser of 1 or .125
= 12 x .125 = 15
Maximum Compensatory
Revenue =  Compensatory pupil units  x Generdr&utula Allowance - $415
= 15 X $5,124 - $415
= 15 x $4,709
= $7,064
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Example -LEP Component of Basic Skills

Gopherville School District

Number of Pupils = 1,000

Number of Eligible LEP Students = 68

Concentration Revenue Formula Amount = $250
LEP Revenue = LEP Regular Revenue + LEP Concentration Rexenu

LEP Reqular Revenue

$700 X the greater of a) 20or b) Eligible LERPUnits

$700 X the greater of a) 20or b) 68

$700 X 68

$47,600

LEP Concentration Revenue
= 2009-10LEP Students x Concentration Formula x Concemtna@upil Units

= 68 x $250 x thelesser of (a) 1 or (b): ___ 68
100 x 1000

= 68 x $250 x the lesser of 1 or .59 11.5

= 68 x $250 x .59

= $10,030

LEP Total Revenue = LEP Regular Revenue + LEP Concentration Revenue

$47,600 + $10,030

$57,630

Example — TotaBasic Skills Revenue

Gopherville School District

Compensatory Revenue (Central School Site) $177,058
Compensatory Revenue (Country School Site) $7,064
LEP Revenue $57,630

Basic Skills Revenue = Compensatory Revenue (Qenttauntry) + LEP Revenue
= ($177,058 + 7,064) + $57,630
=$241,752
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Secondary Sparsity Revenue

Districts with one or more sparsely populated rgghool attendance areas
may be eligible for additional revenue to meethigher cost of operating
a secondary program with a small number of studehtsbe eligible, a
high school must have an isolation index greatan B3 and less than 400
pupils in average daily membership. If a disthas more than one high
school, the district’s sparsity revenue is the gtdie calculation for each
high school. Districts with certain reforesteddarnave an additional
factor in the formula that increases sparsity reeen126C.10, 6,7]

Example — Secondary Sparsity Revenue
Gopherville School District

Pupil Units (WADM) = 530

Secondary Average Daily Membership (ADM) = 250

General Education Formula Allowance for Sparsity $5,124

High School Attendance Area = 356 square miles

Distance from High School to Nearest High School 22 miles

Isolation Index (ii)= \/55xAttendane_Area + miles to nearest high school

= 4/ 55x356 + 22
= 4196 + 22
= 14 + 22
= 36
Secondary Sparsity Revenue = (400-Sec ADM a)lb

Formula Allowance x Sec. ADM x (400+Sec ADM) the lesser of: b) ii-23
10

(400-250 a)lb
= $5,124 x 250 x (400+250) x the lesser of 3®R3
10
150
= $5,124 x 250 x 650 x the lesser of a) 1.5 ord) 1
10

$5,124 x 250 x .23 x the lesser of a)1.5 or B) 1.

$5,124 x 250 x .23 x 1.3
$5,124 x 250 x .299
$5,124 x 74.75
$383,019

Secondary Sparsity Revenue per pupil unit = $388/EB0O = $722.68
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Elementary Sparsity Revenue

Districts with a sparsely populated elementary sthttendance area may be eligible for additional
revenue to operate the elementary school. Toigiblel, an elementary school must have an
average of 20 or fewer pupils per grade level antbbated 19 miles or more from the nearest
elementary school. [126C.10, 8]

Example — Elementary Sparsity Revenue

Gopherville School District
ABC Elementary School

Grades K-6 Pupil (ADM) = 100
General Education Formula Allowance for Sparsity =  $5,124
Distance to Nearest Elementary School = 23 miles

Elementary Sparsity Revenue
= Elementary WADM x Formula Allowance x_(140-ElenD&)
(140+Elem ADM)

100 x $5,124 x (140 - 1p0
(140 + 100)

= 100 x $5,124 x _40
240

= 100 x $5,124 x .1667
= 100 x $854.17

= $85,417

(The 140 used in the formula assumes 20 pupilach ef grades K-6. If this elementary school had
fewer than seven grades, the formula would be s&tjusr the actual number of grades).
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Operating Capital Revenue

Operating capital revenue is available for repad betterment of facilities, acquisition of land,
purchase or lease of equipment, and purchase élsbddperating capital revenue is placed in the

operating capital account in the general fund. r@oeg capital revenue is based on the two former

components of a capital expenditure funding formidailities revenue and equipment revenue.
The facilities component of the formula generatagnue of $100 per pupil unit plus a weighting
for the average age of the district’s buildinghe®ld formula was $128 per pupil unit. The
equipment revenue component is $73 per pupil uniaddition, a district with a learning year

program receives an additional $30 per pupil unibe site a program is in place. Operating cépita

revenue is equalized formula, with an equalizirggdaof $10,700 of ANTC per pupil.
[126C.10, 13]

Example — Operating Capital Revenue

Gopherville School District

Number of Pupil Units 1,000
ANTC per Pupil Unit $2,000
Operating Capital (facilities component) = $10 pupil unit

Operating capital (equipment component) = $73ppeil unit

Average Age of District Buildings = 25years

Maintenance Cost Index = 1.25 (1 + ratio cfrage
age to 100)

Operating Capital Revenue per Pupil

= equipment component + (facilities component xe@ance cost index)
= $73 +($100 x 1.25)
= $73+ %125

= $198

Revenue = pupil units x operating capital per pupienue

Levy

Aid

= 1,000 x $198

= $198,000

= Revenue x (ANTC per pupil / Operating Calpiigualizing Factor)
= $198,000 x ($2,000 / $10,700)

= $198,000 x .187

$37,026

Revenue — Levy
$198,000 — $37,026
$160,974
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Transportation Sparsity Revenue

In 1996-97, a major portion of the funding of
transporting students, equal to $170 per pupil, was
rolled into the basic general education formula. T
recognize the additional costs of transporting estisi

in those districts with fewer students per squaite,m
the transportation sparsity formula provides addéi
funding based on the number of students per square
mile. The actual formula uses logarithms to caltaul

a revenue amount. The final part of the formula
subtracts 4.85% of the basic formula amount, which
in 1997 was the $170 by which the general educdtionula was increased due to the “roll-in” of
transportation revenue, adjusted for the chang#seibasic formula since 1996-97. [126C.10, 18]

For this formula, sparsity index means the greate2 or the number of square miles in the district
divided by the number of resident weighted avexdagly membership (WADM). Density index
means the number of square miles divided by thebeurmf WADM; however, the density index
may not be greater than .2 or less than .005.

Example — Transportation Sparsity Revenue

Gopherville School District

Number of Pupil Units 1,000
Number of Square Miles 90
General Education Formula Allowance = $5,124
District Sparsity Index .20
District Density Index .09

Transportation Sparsity Revenue per Pupil UnitferfGula allowance x .1469) x (the district's
sparsity index raised to the .26 power) x (therdis$ density index raised to the .13 power)] -
(formula allowance x .0485)

[($5,124 x .1469) x (.20 ~ .26) x (.09 ~ .13)[$5,124 X .0485)

[$753 x .658063 x .731226] - $249

$363 - $249

= $114

Total Transportation Sparsity Revenue Revenuépeil Unit x Pupil Units

$114 x 1,000

$114,000
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Equity Revenue

Equity revenue is intended to reduce the disparitgvenue per pupil unit between the highest and
lowest revenue districts on a regional basis, Wighregions defined as the seven-county
metropolitan area and the balance of the stategusset of three formulas, one for regular equity,
one for low-referendum equity and one for suppletalezquity.

Regular equity revenue is calculated by rankinglaliricts in each region according to their total
basic and referendum revenue. Districts belowdiepercentile of revenue in those two
components combined are eligible for regular amddeferendum equity revenue, except school
districts located in cities of the first class (Dihl, Minneapolis and St. Paul), which are
automatically excluded. All eligible districts edge $13 per pupil unit, but districts with openati
referendum receive additional revenue based on peecentile ranking compared to the rest of the
region the district is in. To determine how muglr& revenue a district receives, the district’s
equity index is calculated by dividing the diffecenbetween the district’'s revenue in the two
categories by the 85ercentile of revenue in those two categoriese Bsult is multiplied by $75.

Low-referendum equity was created to provide addél aid for districts with referendum amounts
per pupil below ten percent of the state averafgrgrdum amount (state average referendum
revenue per pupil is $823 for 2009-10). Low-refiethem equity is equal to difference between a
district’s referendum per pupil and 10 percenthef $tate average referendum amount, with the total
low-referendum supplemental equity amount not weex $100,000 for any one district.

For districts in the seven county metropolitan atka revenue amount resulting from both the
regular and supplemental low-referendum equity fda® is multiplied by 1.25.

Finally, supplemental equity provides $46 per popilevenue for all districts.

Equity revenue is equalized at the same rate afirstéier of referendum revenue, using $476,000
of referendum market value (RMV) per pupil as thaaizing factor. [126C.10, 24-28]
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Example — Equity Revenue
Gopherville School District

Number of pupil units = 1,000
Basic Revenue = $5,124
Gopherville Referendum Revenue per pupil = $50
7-County Metro area = no
Rural 95" percentile * = $6,846.30
Rural 8" percentile * = $5,124.00
Metro 93" percentile * = $6,751.70
Metro 5" percentile * = $5,369.62

State Average Referendum Revenue per pupil = $823
Gopherville Referendum Market Value (RMV) per pupiE  $150,000

Reqular Equity Revenue

Regional Equity Gap = d5percentile - B percentile
(Rural) $6,846.30 - $5,124.00 = $1,722.30
District Equity Gap = 98 percentile - District Basic and Referendum Revenue
$6,846.30 - $5,174.00 = $1,672.30
Equity Index = [District Equity Gap / Regional BEtyjuGap]
$1,672.30/$1,722.30 = 971
Regular Equity Rev. = Pupil units  x [$13 + ($7&quity Index)]
= 1,000 X [$13 + ($75 x .971)]
= 1,000 X [$13 +$72.82
= 1,000 X $85.82
= $85,820

Supplemental Low-Referendum Equity Revenue

Low-Referendum Equity

Revenue = Pupils x [(State Avg. Referendum x 18%)strict Ref.]
= 1,000 x [($823 x 0.10) - $50]
= 1,000 x ($82.30 - $50)
= 1,000 x $32.30

= $32,300

21



Supplemental Equity Revenue

Supplemental Equity
Revenue = Pupils x Supplemental Equity Formula Anto

= 1,000 x $46

= $46,000

Total Equity Aid and Levy

Equity Revenue Regular Equity Revenue + Low-Refdum Equity Revenue

+ Supplemental Equity Revenue

= $85,820 +$32,300 + $46,000
= $164,120
Equity Levy = Equity Revenue X__RMV per pupil unit
$476,000
= $164,120 X _$150,000
$476,000
= $164,120 x .315
= $51,698
Equity Aid = Equity Revenue - Equity Levy
= $164,120 - $51,698
= $112,422

* 5™ and 9% percentile figures are preliminary estimates, aresubject to change.
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Training and Experience Revenue

Training and experience revenue is allocated todattistricts based on the experience and
education of its teaching faculty. Beginning ir@8®89, faculty who were on the district’'s payraoll i
the 1996-97 school year are included in the detetian of training and experience revenue using
their actual training and experience levels as9®6197. Teachers hired after 1996-97 count at the
lowest level (BA+0). As teachers leave a distoicas districts hire new teachers who come inat th
BA+O0 level, training and experience revenue willgiased out.

Training and experience revenue is determined wsimgthod which sorts the number of teachers
into a matrix, prepared by the Department of Edooads reported by school districts, based on the
number of staff at each training level (BA, BA+1MBA, etc.) and years of teaching experience. The
district’s training and experience index is therage of the training and experience levels oftalifs
members hired before 1996-97 (at their training exykrience levels as of 1996-97) with staff hired
after that date counting at the lowest level (BA+The matrix shows the relationship of the
statewide average salary at each position on thixma the statewide average salary. To calculate
training and experience revenue, take the distra#tx minus 0.8 times $660 times pupil units.
[126C.11]

Example — Training and Experience Revenue

Gopherville School District

Number of Pupil Units = 1,000
District Training and Experience Index = 0.900
Training and Experience Revenue = (District Indéx8) x $660 x pupil units

(0.90 - 0.8) x $660 x 1,000
= .10 x $660 x 1,000
= $66x 1,000

= $66,000
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Transition Revenue

Transition revenue was initially a revenue guararde 2003-04 revenue, fixed at the 2004-05
amount per pupil, but now also includes a compofanpre-kindergarten transition and for tuition
reciprocity transition. For 2003-04, transitioweaue ensured that a district's 2003-04 revenue was
equal to the lesser of its 2002-03 revenue ord@3204 revenue under the laws prior to their
amendment by the 2003 Legislature, calculated Inypawing a district’s 2003-04 general education
revenue, less referendum, per 2002-03 defined AM@mdlthe lesser of: (a) what the district would
have gotten in 2003-04 had the general educatientes formulas not been changed by the 2003
legislature or (b) the district's 2002-03 genedeation revenue per old AMCPU, less referendum.

In addition to the revenue guarantee, transitimemee includes a pre-kindergarten component and a
tuition reciprocity component. School districtatimad pre-kindergarten programs prior to

July 1, 2003 receive 4 percent of the amount tieegived for those programs prior to that date, and
must reserve that revenue for those programsherinist year of a tuition reciprocity agreement
between Minnesota and a neighboring state, adistreligible for transition revenue equal to an
amount that would increase the district’s genedalcation revenue and tuition revenue up to the
amount that the district would have received ha&dttiition reciprocity agreement not been in place.

Transition revenue is a fixed amount that is urglesied and may be used for any general fund
purpose. Transition revenue is a mix of aid angl,|leevied against referendum market value
(RMV), using $476,000 as the equalizing factor2gC.10, 31-33]

Example — Transition Revenue
Gopherville School District

2009-10 Pupil Units = 960
2003-04 Pupil Units = 980
2003-04 Pupil Units, Old Law * = 1,000
2002-03 General Ed. Revenue per pupil = $6,000
2003-04 Old law General Ed. Revenue per Old lawlpup = $6,025

2003-04 General Ed. Revenue per Old law pupil, ol transition = $5,900

Referendum Market Value (RMV) per pupil =$200,000
*Old Law means as defined in MN Statutes 2002 rpda@hanges made by the 2003 Legislature.

Transition Revenue Allowance = the greater of (ap6(b) the result of the following calculation:

2003-04 Pupil Units, Old Law the result of the following calculation:
2003-04 Pupil Units
((the lesser of 2002-03 General Ed. Revenu@eit or:
2003-04 Old law General Ed. Revenue per Oldpapil)
- 2003-04 General Ed. Rev. per Old law pupil, exalgdransition

(b) = 1000/980 x ((the lesser of $6,000 or $6)3255,900)
= 1.02 X ($6,000 -$5,900)
= 1.02 x $100
= $102

Transition Revenue Allowance = the greater of $8102 = $102
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Transition Revenue = 2009-10 Pupil Units x TransitRevenue Allowance

= 960 x $102
= $97,920
Transition Levy = Transition Revenue x RMV peppu
$476,000
= $97,920 X $200,000
$476,000
= $97,920 X 42
= $41,143
Transition Aid = Transition Revenue — Transitionvize

= $97,920 — $41,126

= $56,794

** This example assumes the district does NOT fu#dr pre-kindergarten transition revenue or faitton reciprocity
transition revenue.
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Alternative Teacher Compensation Revenue

Alternative teacher compensation revenue of $26@per
year unweighted pupil is available to school dis;
intermediate school districts and charter schdws develop
and implement an alternative teacher pay syste@digber
1% of that school year. In general, in order to djydbr the
revenue, the district must, one full school yeaomo the
year of implementation, notify the Commissioner of
Education of the district’s intent to implementalternative
pay system. Individual school sites may also dyé&bir
alternative teacher compensation revenue, evée is¢hool
district in which the site is located does not gyal

The $260 per pupil of revenue is a mix of aid and/) $169 per pupil of aid and $91 per pupil of
equalized levy revenue. The $91 per pupil of egadllevy revenue is equalized using an
equalizing factor of $5,913 of adjusted net taxacdty per pupil. Total alternative compensatiash ai
is capped, and is available, in general, to distion a first come, first served basis.

[126C.10, 34-36]

Example — Alternative Teacher Compensation Revenue

Gopherville School District

Prior Year October®Enrollment = 1,000
Qualifies for revenue? = Yes
Alternative Teacher Compensation Revenue formulausatper pupil = $260

Alternative Teacher Compensation Revenue
= Alternative Compensation Formula x Prior Yeatdber £' Enrollment

= $260 x 1,000

= $260,000
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General Education Revenue - Reserved Revenue anddRetions

Learning and Development Revenue

Of a district’s basic general education revenuaranunt equal to .057 times kindergarten students
in average daily membership times the basic forrmmlaunt plus .115 times first grade through

third grade students in average daily membershipgithe basic formula amount plus .06 times
fourth grade through sixth grade students in avedsgly membership times the basic formula
amount must be reserved for class size reduciitre reserved revenue must be used to reduce and
maintain the average class size to 1 to 17 begjwith kindergarten through third grade.

[126C.12]

Revenue for Staff Development

An amount equal to two percent of the per pupiidmmula amount ($102.48) must be spent for
staff development. Each year, if a district’s tised teachers and school board agree via a vige, th
reserve may be waived. In addition, a districstetutory operating debt is exempt from this reserv
requirement. For the 2009-10 and 2010-11 schaaisyenly, this reserve requirement is suspended,
and the money normally reserved for this purposg Ibeaspent for any general or special education
purpose. [122A.61]

Contract Settlement Deadline Penalty

State aid is reduced by $25 per pupil unit in it f/ear of a biennium (for example, during the
2007-08 school year in the 2007-2009 biennium)district and the exclusive representative of the
teachers in that district have not signed a calleditargaining agreement by January 15 of the year
following the expiration the teachers’ contraca(ieer contracts expire June 30 of each odd
numbered year). The penalty does not apply iLtiesolved issues have been submitted to binding
arbitration by December 31. For districts thatrgamized the previous year, the deadline date is
March 15 instead of January 15. [123B.05, 4]
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Referendum Revenue

v Referendum revenue allows districts to increasedhenue /;7
! available in the district’'s general fund with thepeoval of the
OV | g hep i

;( ‘U_.— \ voters in the district. Referendum revenue upa@O$per
L #11  resident pupil unit is equalized at $476,000 ofkeavalue, and
. ':ﬂ \ revenue above $700 up to the cap (except districish
Y . E*\ qualify for sparsity revenue, where the entire anm@bove
Y &7 % $700 qualifies for equalization) is equalized af G200.
1 ma '-.-} ! Referendums are calculated based on the residpittqowint,
“.Wﬂ,-l and the aid portion of the revenue is transferrethfthe
ﬁ\ ",..-v"' resident district to the school district in whittetpupil receives
- services.

Referendum revenue is capped at an amount eqtla greater of 1) the greater of (a) 26 percent of
the basic general education formula allowance @L24 in the 2009-10 school year) or (b) $1,294
multiplied by inflation since 2003-04 (which is cently estimated to be $1,571.43 in the 2009-10
school year); or 2) the district's 1994 referendallfowance amount times 1.177 times the
inflationary increase between 2003-04 and 2007408 pne-fourth the percentage increase in the
basic formula between 2007-08 and 2009-10 plusligtect’s 2002 supplemental and transition
revenues minus $215. District referendum reveaxeept in districts eligible for sparsity revenue,
may not exceed this cap. For most non-sparsitjbddi districts, $1,571.43 is the effective cap.
[126C.17]

Example — Referendum Revenue

Gopherville School District

This example assumes voter approval of a refererahdra school board decision to levy the full atitesl amount.

Resident Marginal Cost Pupil Units = 1,000
Referendum Market Value =  $200,000,000
Referendum Market Value per pupil = $200,000
Referendum Revenue per pupil unit = $750
First Tier equalization factor = $476,000
Second Tier equalization factor = $270,000

To calculate a district’s total referendum levyddhe amount that will be paid to the district from
the State in the form of referendum equalizatiah st calculate referendum revenue in each tier
(remembering that if the district’s referendum mewe per pupil is less than $700, the $700 in the
first tier calculation would be replaced with thetuaal approved amount, and the second tier
calculation would be unnecessary):

First Tier Referendum Revenue = $700 x Pupil Units
$700 x 1,000
$700,000

Second Tier Referendum Revenue = (Referendum geirymit - $700) x Pupil Units
($750 - $700) x 1,000

$50 x 1,000

$50,000
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Next, calculate the levy portion of referendum mawe by calculating the amount of levy for each
tier of referendum revenue:

First Tier Revenue X Referenditarket Value per pupil
First Tier Equalizing Factor

First Tier Levy

= $700,000 X $200,000

$476,000
= $700,000 X 42
= $294,000
Second Tier Levy = Second Tier Revenue X Refenreniliarket Value per pupil
Second Tier Equalizing Factor
= $50,000 X $200,000
$270,000
= $50,000 X 74
= $37,000
Total Levy = First Tier Levy + Second Tier Levy

= $294,000 + $37,000

= $331,000
Finally, calculate the aid portion of referenduraeneue by subtracting the total levy from the total
referendum revenue generated:

Aid = Referendum Revenue - Referendum Levy

$750,000 - $331,000
= $419,000

This aid amount may be reduced by the amount efeatlum tax base replacement aid that the
district receives. (See p. 51 for a discussioretdrendum tax base replacement aid.)

29



Referendum Equalization Examples

As illustrated by the table below, districts witifferent tax bases in referendum market value per

pupil unit can have a significantly different mixasreferendum levy and referendum equalization
aid. The table shows, using the formulas describélde previous pages, the referendum aid and

levy in a district with high, medium and low marketlues per pupil unit with $900 per pupil unit of
referendum revenue authorized.

Calculating the tax rate for the total levy in edcstrict shows how equalization works. The tabera

is calculated by dividing total levy by total taade (which is referendum market value per pupil uni
multiplied by referendum pupil units). In eachtioése cases, the tax rate is 0.2 percent, so glthou
the low value district has the same effective &® as the high value district, and less property
value per pupil than the high value district, tbe alue district receives the same amount of money
per pupil as the high value district, due to tifenendum equalization aid provided by the statéh wi

a tax rate that is the same.

School District Referendum Market Value

Low Medium High
Market Value per pupil unit $185,000 $400,000  $600,000
Referendum Amount per pupil unit $900 $900 $900
Referendum pupil units 750 2,000 10,000
Total Revenue $675,000 $1,800,000 $9,000,000
First Tier Revenue $525,000 $1,400,000 $7,000,000
Second Tier Revenue $150,000 $400,000 $2,000,000
First Tier Levy $204,044 $1,176,471 $7,000,000
Second Tier Levy $102,778 $400,000 $2,000,000
First Tier Aid $320,956  $223,529 $0
Second Tier Aid $47,222 $0 $0
Total Levy $306,822 $1,576,471 $9,000,000
Total Aid $368,178 $223,529 $0
Percent Levy 45.5% 87.6% 100.0%
Percent Aid 54.5% 12.4% 0.0%
Tax Rate 0.2% 0.2% 0.2%
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Special Education

Districts receive funding to recognize a portiortteg additional costs of providing required sersice
to students with a disability. Regular special@dion revenue provides districts with 68% of the
salaries of special education teachers, relatedcesrand support services staff providing direct
services to students, adjusted so that combinédctiievenues do not exceed the state total specia
education revenue, $735.7 million in 2009-10, tmant set in statute (which includes the former
special education transition revenue). Speciatation revenue for an individual district is
calculated by multiplying special education initia’enue by the statewide adjustment factor. For
2009-10, all operating districts receive some speaiucation aid, but the amount can vary greatly
between districts, ranging from $74 per pupil t¢785 per pupil. [125A.76]

Initial revenue includes:

a) 68% of the salaries of teachers, persons providitaded services to students and support
service staff providing direct services to students

b) 47% of supplies, materials and equipment up toftstudent;

c) 52% of the difference between the general educét@sic allowance and the cost to a
resident district for special education services/ted by contract with agencies other than
school districts;

d) Funding for summer programs in categories (a),dil, (c) listed above.

Example — Special Education Revenue

Gopherville School District

District Special Education Initial Revenue = $ED
Statewide Adjusted Base Revenue = $735,693,000
Statewide Current Year Special Education Revenue $892,719,000

Statewide Adjustment Factor = Statewide AdjustadeBRevenue / Statewide Current Year Revenue
= $735,693,000 / $892,719,000
=0.824

Special Education Revenue
= 2009-10 Initial Revenue x Statewide AdjustmeattBr

$150,000 X 0.824

$123,600
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Additional special education aid categories include

Excess Cost Aid

If a district’s special education cost per pupiitdhat is not reimbursed by the special education
formula is greater than 4.36% of their general atioo revenue (which for this purpose includes
general education revenue minus operating capithtr@nsportation sparsity revenue), the district
receives excess cost aid equal to the greaters#t of the amount of the unreimbursed cost minus
4.36% of the district’'s general revenue, or zdfowever, excess cost aid is capped at

$110.8 million for 2009-10. If the statewide distentitiement for excess cost aid is greater than
the cap amount, the amount each district wouldiveds adjusted in proportion to the ratio of the
entitlement to the cap. The amount which the disisi entitled to is based on the uncapped formula
(or the statewide total entitlement) and is calietlal excess cost aid. For 2009-10, 307 disdrict
receive some excess cost aid, with the highest atiming $429 per pupil. [125A.79, 2]

Example — Excess Cost Aid Gopherville School District

State Total Excess Cost Aid
State Total Initial Excess Cost Aid (est.) $3%4,000
General education revenue $5,000,000
Unreimbursed special education costs = $375,000
Qualify for aid? (Unreimbursed costs are

greater than 4.36% of general revenue?) = Yes

$110,847,000

Initial excess cost aid is the greater of:
1. 75% x (unreimbursed costs - .0436 x general rezenu
.75 X ($375,000 - .0436 x $5,000,000)
.75 x ($375,000 - $218,000)

$117,750
2. %0
Initial Excess cost aid for Gopherville = $117,750

Excess cost aid adjustment factor
= State Total Excess Cost Aid / State Total IhE&cess Cost Aid

$110,847,000 / $207,344,000

= 0.535
Excess cost aid = Initial Excess Cost Aid xustinent Factor
= $117,750 x 0.535
= $62,996
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Home Based Travel Aid
Aid is provided to reimburse 50% of the travel sost personnel providing home-based travel
services to children under age five with a disabil{125A.75, 1]

Special Pupil Aid

Districts are reimbursed for the special educatiosts not covered by other special education
funding or the general education formula for studevith a disability residing in public or private
residential facilities in the district and for whdhere is no school district of residence because
parental rights have been terminated or the pacamsot be located. [125A.75, 3]
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Permanent School Fund Revenue

School Districts receive revenue from the Statesrianent
School Fund, which is established in the state tdoitisn
(Article XI, section 8). The constitution make®wpisions for
the proceeds from school trust fund lands that \p&xeed in
trust after being granted from the federal govemine the
state in 1857, 1860 and 1866 for that purpose. The
constitution requires that trust fund lands be ngadao
generate income for the Permanent School Fundallyj
much of the land was sold, and the money deposittte
school trust fund. In addition to sale proceedspme
generated by the land (primarily through logging amning
activities) is deposited into the fund. The cdnsibn requires
that the proceeds remain in the fund “perpetualiavidlate forever.” Any interest generated by the
investment of the principal in the fund is allo@hte school districts based on the number of
students in the district in average daily membegrgairesident student headcount) during the
previous year, and paid out in two equal paymeRermanent school fund revenue received by
school districts is undesignated general fund regeand thus available for any purpose.

For 2009-10, $27.0 million will be allocated to sohdistricts, with each district receiving
approximately $34 per resident student in averaijg chembership.
[MN Constitution, Art. XI, section 8; M.S. 127A.33]

Example — Permanent School Fund Revenue

Gopherville School District

2008-09 ADM = 1,000
2009-10 Permanent School Fund Revenue Amount 4 &t)

Permanent School Fund Revenue

AMCPU x Permanent School Fund Amount

1,000 x $34

$34,000
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Capital Expenditure Related Programs

Health and Safety

Capital expenditure health and safety revenueadable for hazardous substance removal, fire and
life safety code repairs and health, safety, emvirental and air quality management. Individual
projects that otherwise qualify for health and sabait which cost more than $500,000 must be
funded using alternative facilities revenue. Healtd safety revenue is equalized with an
equalizing factor of $2,935. [123B.57]

Example — Health and Safety Revenue

Gopherville School District

Pupil Units = 1,000
Adjusted Net Tax Capacity (ANTC) = $2,000,000
Equalizing Factor for Health & Safety Revenue = 983,
Approved Health & Safety Revenue = $75,000
Revenue = Amount approved by the commissionerdora@ance with district plan
= $75,000
Levy = Revenue x Lesser of: (a) 1, or (b) DistAMTC per P.U.

$2,935

Revenue x Lesser of: (a) 1, or (b) __ $2,000
$2,935

$75,000 x .6814

$51,107

Aid Revenue - Levy
$75,000 - $51,107

$23,893

Alternative Facilities

A school district qualifies for the alternative iléees program if it has an average of at least 66
pupils per grade, more than 1.85 million squaré déspace that averages more than 15 years old,
or more than 1.5 million square feet of space &élvarages more than 35 years old, and insufficient
health and safety and capital facilities revenuméets its deferred maintenance needs, make
accessibility improvements or fire, safety or hieaéipairs, and if it has a ten-year facility plan
approved by the Commissioner of Education. Ditratso qualify for alternative facilities for
individual health and safety projects that exce®@0$3000 in project cost. Qualifying districts may
sell bonds and make a levy to repay the bonds,ayrannually levy for the costs in the ten-year
plan without voter approval. The cost of projdaisded under this program is offset in part byestat
aid for districts that participated in the prograafore 1999-2000. Levies under this program are
also eligible for the first tier of debt serviceuadjzation. [123B.59]
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Debt Service Revenue

School districts may issue general obligatio
bonds to finance capital improvements.
Generally, the issuance of the bonds must b
approved by a majority of the voters in a
referendum. The district must then levy eac
year an amount necessary to meet its debt
obligation. The amount of debt service
revenue needed each year is equalized at
varying rates in relation to the ratio of the
amount of debt service revenue to the distrig
total adjusted net tax capacity. Debt service
levies are equalized at an equalizing factor o
$3,200 for the amount of debt service that totatsveen 15% and 25% of the district's adjusted net
tax capacity, and $8,000 for the amount of debtiseithat exceeds 25% of the district’s adjusted
net tax capacity. [123B.53]

Example — Debt Service Revenue

Gopherville School District

Number of Pupil Units = 1,000
Adjusted Net Tax Capacity (ANTC) = $2,000,000
ANTC per Pupil Unit = $2,000 *
Debt Service Revenue for 2009-10 =  $630,000
First Tier equalization factor = $3,200
Second Tier equalization factor = $8,000

* This example doesn’t show a “typical” Minnesotzhsol district. $2,000 of ANTC
per pupil unit would be a very low-value distriahd is used to display the entire
debt service equalization aid calculation. For 2010, the average ANTC per pupil
is $7,105, an amount that would almost eliminatel for the “average” district.

To calculate a district’s total debt service leagd the amount that will be paid to the distrioinfr
the State in the form of debt service equalizasimh first calculate the revenue amounts in thst fir
and second tier that are eligible for equalization:

First Tier Debt Service Revenue = Debt Revenue? d6ANTC - Second Tier Debt Revenue
$630,000 - .15 x $2,000,000 - $130,000
$200,000

Second Tier Debt Serviceevenue Debt Service Revenue - 25% of District ANTC
$630,000 - .25 x $2,000,000
$130,000
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Next, calculate, for each Tier and for the initiddequalized portion, how much of the revenue will
be raised in local levy:

Unequalized Debt Service Levy = 15% x ANTC
.15 x $2,000,000
$300,000

First Tier Debt Service Levy =  First Tier Debt SeevRevenue x_ District ANTC/P.U.
First Tier Equalizing Factor

$200,000 x $2,000

$3,200
$200,000 x .625
$125,000

Second Tier Debt Service Levy = Second Tier DebtiSe Revenue x_ District ANTC/P.U.
Second Tier Equalizing Factor

$130,000 X $2,000

$8,000
$130,000 X .25
$32,500

Next, calculate the total levy, by adding the leeynponent of the two equalized tiers of the revenue
to the initial unequalized levy amount:

Total Debt Service Levy =
Unequalized Debt Service Levy + First Tier D8brvice Levy + Second Tier Debt Service Levy

$300,000 + $125,000 + $32,500

$457,500

Finally, calculate the amount of aid by subtractimg levy total from the total revenue need fot tha
year:

Debt Service Aid = Debt Service Revenue - TotabCService Levy

$630,000 - $457,500

$172,500
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Telecommunications Access Revenue

School districts and charter schools receive rensdraent for their eligible telecommunication and
Internet access costs from the previous fiscal.y&éigible costs are defined as ongoing costs for
Internet access, data lines and video links falagepurposes, recurring contractual costs forapert
portions of a district’s network, recurring costs $hared regional delivery of access between $choo
districts, postsecondary institutions and publcdries, and installation fees for new lines or
increased bandwidth. Certain costs, such assigffort, telephone service, network hardware and
fiber optic or wiring installation are defined aligible for reimbursement. School districts are
also required to provide telecommunications andrirdt access to nonpublic schools within the
district’s boundaries, with nonpublic school resgibte for paying for any costs in excess of the
revenue received by the district. To access teb@conication access revenue, districts must apply
for federal Internet funding, called “e-rate” fundi

Telecommunications Access Revenue for a distriegjisal to the district’s eligible costs for the
prior year, minus any e-rate funding received, thateed $15 per pupil. If a district is a memlifer o
a telecommunications access cluster, the distriet’/enue is not reduced by $15 per pupil, and the
revenue is distributed directly to the clusterstiict revenue is prorated so that total state aid
payments do not exceed the appropriation for gwafiyear, regardless of how high eligible costs
are. [124B.26]

Example — Telecommunications Access Revenue
Gopherville School District

Number of Pupil Units = 1,000
Eligible Telecommunications Costs = $36,000
Federal E-Rate Funding = $1,000
Cluster Member? = No *
Statewide Initial Revenue (Est.) =  $7,587,000
Available State Appropriation =  $3,750,000
Initial Telecommunications Access Revenue

= Eligible Costs - E-Rate Reimbursement - ($3pil units)*

= $36,000 - $1,000 - ($15 x 1,000)

= $36,000 - $1,000 - $15,000

$20,000

Telecommunications Access Revenue Proration Rate

Available State Appropriation / Initial StatewidRevenue
$3,750,000 / $7,587,000

49.4 %

Net Telecommunications Access Revenue = InitialdReae x Proration Rate
= $20,000 X .494 = $9,880

* |f the district was a member of a telecommunicas cluster, the calculation of initial
revenue would not include the subtraction of $ites the district’'s pupil units.
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Charter School Revenue

Charter schools in Minnesota are public schoold,ae defined as being part of the State’s system
of public education. They are not school sitethefschool district within which they are located,
although they may have been sponsored by the sdisiatt within which they are located.

Although they are public schools, charter schomtsexempt in law from many, but not all of the
requirements governing public schools and schattidis. In regard to revenue, charter schools are
eligible for general education revenue, speciatatan aid, building lease aid, start-up grantsl, an
other revenue school districts receive. [124D.11]

Charter school revenue sources include:

1. General Education Revenu€harter schools receive general education ress@eu pupil just as
school districts do, with a few exceptions. Fiifsthe charter school does not provide
transportation services, the charter school reseb249 less per pupil (an amount equal to
4.85 percent of the basic formula) and will noteige their transportation sparsity revenue. (If
transportation services are not provided by thetehachool, the district in which the charter
school is located must provide transportation t@rier school students in the same way it
provides transportation to students residing iattgnding school in the public school district,
and the school district receives some state alp pay for that transportation.) Basic skills
and transportation sparsity revenues are calcufatatie charter school, but a charter school
receives the state average for all other comporadrgsneral education revenue, except
referendum revenue. Charter schools receive twelyaid portion of referendum revenue,
calculated based on the resident district of eaathesit. Also, included in general education
revenue is the state aid portion of a charter fmugistrict of residence excess levy referendum.
Finally, the operating capital component of genetalcation revenue may be used for any
purpose by the charter school.

2. Special Education Aid Charter schools receive special education atlgs school districts do,
and are allowed to bill back a disabled studem&sdent school district for any eligible special
education costs that are unreimbursed.

3. Charter School Building Lease AidCharter schools with building leases qualify &4t equal to
the lesser of (a) 90 percent of the approved dastedease, or; (b) the product of the number of
pupils times their lease aid per pupil for 2002-©3$1,200, whichever is greater.

4. Charter School Startup Grant€harter schools, for the first two years of tlogeration, are
eligible for aid to pay for start-up costs and sayperating costs. Start-up aid is the greater of
$50,000 per charter school or $500 times the chacteool’s enrollment for that year.

5. Other aid, grants, and reveruA charter school is eligible to receive othatsaigrants, and
revenue as though it were a school district, urdgssoperty tax levy is required to obtain the
money. Further, a charter school may receive mnogy any source for capital facilities needs.
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Other Categorical Revenue

. Abatement RevenueA replacement for anticipated property tax rptebecause property
valuation has been reduced after the levies weattied. The aid applies to equalized levies
only; districts may make an adjustment levy thetiyexar for the remaining revenue loss.
Districts may also levy for the shortfall in abatamhaid. [126C.46]

. Advanced Placement and International Baccalauagrams The state pays all Advanced
Placement and International Baccalaureate exanfdeésw income students, and a portion of
those exam fees on a sliding scale based on intmmadl other students. The State also
subsidizes a portion of the training costs for beas in advanced placement or international
baccalaureate courses. [120B.13]

. Consolidation Transition Revenu®istricts that consolidate are eligible for statd of $200

per pupil unit in the first year of the consolidetiand $100 per pupil unit in the second year.
The number of pupil units used to calculate thisraay not exceed 1,500. This funding is
intended to cover early retirement costs of empsyeperating debt of the districts, enhancing
learning opportunities and for other costs of raaigation. If this aid is not adequate to cover
the early retirement costs, the district may lemythe additional amount. [123A.485]

Integration RevenueThis replaces the old operating and transporatitegration aid,
combining it into a single amount, distributed opea pupil formula. The per pupil amounts are
$206 per pupil unit for Duluth, $445 per pupil ufut St. Paul, $480 per pupil for Minneapolis,
and the lesser of $92 or a district’'s actual cdstsany other district that implements a
desegregation program or is a member of a multidishtegration collaborative and would not
otherwise qualify. A district which qualifies fo®3 per pupil but has a protected student
(minority students as defined in Minnesota Rulesbkment of more than 15 percent of its
student population qualifies for $129 per pupithee district’s actual costs, instead of the $92 per
pupil. Integration revenue must follow studentsheir district of attendance if the enrollment
contributes to desegregation or integration purpolsgegration revenue is part state aid, part
local levy. [124D.86]

. Library Basic Support GrantsFor grants to public libraries for operationggrlibrary programs
and services. Can be used for data and videoscosts, improving or maintain electronic
access, and connecting the library system wittsthe information infrastructure. [134.35]

. Magnet School Start-up Grant®uring the first two years of a metropolitan magschool's
operation, the school is eligible for aid for stapt costs and additional operating costs of $500
times the school's pupil units served during ther yer which the aid is received. [124D.88]

. Multicounty, Multitype Library System GrantdMulticounty or multitype libraries are eligibte
receive grants for development or operations. @enation of costs for sparsely populated or
large geographic areas must be made when the gnantsade. [134.353]

. Nonpublic Pupil Aid- Public school districts receive aid to fund $&xg8 and textbooks for the

benefit of nonpublic school students. The fundiag be used for secular textbooks and other
instructional materials, and the services incluealth services and secondary guidance and
counseling services. The textbook funding levalesat the average amount expended in public
schools per pupil for similar materials in the set@rior year, multiplied by a factor equal to the
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growth in the basic formula amount between the séquior year and the current year.

Similarly, health services are reimbursed on appgil basis to the public school district at the
rate of the lesser of their actual cost or the ayercost of providing those services to public
school students in the second prior year, and goeland counseling services are reimbursed on
a per secondary pupil basis at the rate of thetedsheir actual cost or the average cost of
providing those services to public school secongauglents in the second prior year.
[123B.40-123B.48]

. Nonpublic Pupil TransportationNonpublic pupil transportation revenue is egoahe cost per
pupil of providing transportation services in thesb year (the second prior year, for 2009-10 the
base year is 2007-08) and then adjusted for thegehim the general education formula
allowance between the current year and the base[{238B.92]

10.Regional Library Telecommunications Aid~or regional public library systems to coveradat

and video access, maintenance, equipment, orlatsdal of telecommunications lines. [134.47]

11.Safe Schools LevyA district may levy up to $30 per pupil unit fibre costs of peace officers

used for school liaison services, drug preventi@g@ms, gang resistance education programs,
voluntary opt-in suicide prevention tools and séguosts in the district's schools and on school
property. The levy may also be used for schoohselors, nurses, social workers,
psychologists, and alcohol and chemical dependengwgselors. Districts that are members of
intermediate school districts may also levy an toldal $10 for these same purposes. [126C.44]

12. School Breakfast Aid Schools are eligible to receive 55 cents fohdaty paid breakfast and

30 cents each reduced price breakfast servedridissihat receive school breakfast aid must
provide breakfast without charge to those studelggble for free and reduced price meals.
[124D.1158]

13. School Lunch Aid Schools are eligible to receive up to 12 ceftate funding for each lunch

served. [124D.111]
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Adult Basic Education

Adult Basic Education (ABE) provides instructiondiigible adults in basic academic skill areas of
reading, writing, speaking and math. ABE coursetuide workforce instruction, literacy tutoring,
English proficiency for speakers of other languagérenship training, work readiness, high school
diploma instruction, and transition to post-secaopaalucation. ABE participants must be over 16
years of age and currently not attending seconolaefementary education. Programs are delivered
primarily through public school districts as wedl #@arough collaboration non-profit organizations,
community and technical colleges and state and tmraectional institutions. School districts may
cooperate and form an ABE consortium, working waither districts and combining ABE aid.

School boards and consortiums offering an ABE mogmay charge a sliding scale fee for students
over 21 who are able to pay. [124D.52, 124D.531]

ABE aid has four components, which are connecteddmeeds of ABE students: basic population
aid, contact hour aid, LEP aid and aid for aduitsrage 20 with no diploma. Basic population aid
is equal to the greater of $3,844 or $1.73 timegtbpulation of the district. Once basic populatio
aid is subtracted from the state appropriatio”¥BE, the balance is distributed as follows:

- 84 percent for contact hour aid, distributed to ABBviders based on the total number
of contact hours provided during the prior progngear. Money is distributed based on
the number of contact hours provided in the presrymultiplied by a variable dollar rate
which is based on the total number of contact handsthe available funds. For 2009-
10, the prior year contact hour aid growth rateaslimited, but for 2009-10 and later,
aid growth cannot exceed the greater of 11 peme$10,000.

- 8 percent for LEP aid, distributed based on th@@rtion of the state’s K-12 LEP student
enrollment at the ABE program.

- 8 percent for high school diploma aid based orsti®ol district population of adults
over age 20 who do not have a high school diploma.

Example — Adult Basic Education Aid

Gopherville School District

District Population = 39,000
Contact Hours = 16,000
Contact Hour Rate * = $4.99
Prior Year Contact Hour Aid =  $72,000
LEP Enrollment = 65

LEP Rate * = $37.45

Over 20, No Diploma Count = 1,000
Over 20, No Diploma Rate * = $4.88

* Rates are calculated by the Department of Edonathd are based on the available appropriatiortt@ndensus in
each type of these types of funding. Rates statee are the rates based on the statutory entitieme
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Basic Population Aid=

Contact Hour Aid

LEP Aid

Over 20, No Diploma

ABE Aid Total

$1.73 x District Population
$1.73 x 39,000
$67,470

Contact Hour Rate x Contact Hours
$4.99 x 16,000
$79,840

LEP Rate x LEP Enrollment
$37.45 x 65
$2,434

Over 20, No Diploma Rate x Over 20, No Diplomau@t
$4.88 x 1,000
$4,880

Basic Population Aid + Contact Holid
+ LEP Aid + Over 20, No Diploma Aid

$67,470 + $79,840 + $2,434 + $4,880

$154,624
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Adults with Disabilities

As a part of the Community Education program, ditgmrmay offer programs for adults with
disabilities. The adults with disabilities progranmpports activities such as increasing public
awareness of the roles of people with disabilittéssses for adults with disabilities, outreach and
marketing strategies to identify and encouragetadwdeding service, and services that meet
consumer needs and enhance the role and contnbaftigeople with disabilities in communities.
Districts receive revenue equal to actual prograperditures up to $60,000, with that revenue split
one-half aid and one-half levy. Districts may tigeeadditional revenue from public or private
sources that will not change the aid amount paithbyState. [124D.19, subd 7 & 8, 124D.56]

Example — Adults with Disabilities Revenue

Gopherville School District

Adults with Disabilities Program Cost = $40,000

Revenue = Program Cost, up to $60,000
$40,000

Levy Revenue x 0.5
$40,000 x 0.5

$20,000

Aid Revenue x 0.5
$40,000 x 0.5

$20,000
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Community Education

Community education programs provide learning awvdlvement opportunities for people of all
ages including providing school district residentth the opportunity to utilize educational fadeis
and programs during non-school hours. Communityc&ation programs may also be offered to
K-12 students during the summer and other non-dadhnes, and fees for those programs may be
charged. Community Education revenue may alscsbd tor educational programming including:
adults with disabilities, school age care, ABE &@FE.

Community education revenue is equal to $5.42 pligtl by the population of the district (per
capita), or 1,335, whichever is greater. A distiiat implements a youth service program is also
eligible for an additional $1.00 per capita. D with a Youth After-School Enrichment Program
also receive $1.85 times the greater of (a) 1,83&lents or (b) the population of the districttoip
10,000. Districts with populations over 10,000e0iffig a Youth After-School Enrichment Program
also receive $0.43 times the population greatar fltg000 in the district. To be eligible for itdlf
community education revenue, a district must lewyaximum rate of .9 percent of its adjusted net
tax capacity, with the rate limited so that theylevay not exceed total annual revenue. [124D.20]

First, the calculation for a district WITHOUT antaf School Youth Enrichment Program:

Example — Community Education Revenue

Gopherville School District

District Population = 13,000

Adjusted Net Tax Capacity (ANTC) = $2,000,000
Youth Service Program? = Yes
After School Enrichment Program? = No

Community Education Rate
Community Education Rate + Youth Service Rdtaplicable)
$5.42 + $1.00 = $6.42

Community Education Revenue

Community Education Rate x the greater of: (8B% or (b) District Population
$6.42 x the greater of: (a) 1,335 or (b) 13,000

$6.42 x 13,000

$83,460
Community Education Levy = .9 percent x ANTC
= .009 x $2,000,000
= $18,000
Community Education Aid = Community Education Rever Community Education Levy
= $83,460 - $18,000
= $65,460
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Now, the calculation for community education revemor a district WITH an After School Youth
Enrichment Program:

Loon Lake School District

District Population = 13,000

Adjusted Net Tax Capacity (ANTC) = $2,000,000
Youth Service Program? = Yes
After School Enrichment Program? = Yes

Community Education Rate

Community Education Rate + Youth Service Rdtagplicable)
$5.42 + $1.00 = $6.42

Regular Community Education Revenue

Community Education Rate x the greater of: (8B4 or (b) District Population
$6.42 x the greater of: (a) 1,335 or (b) 13,000

$6.42 x 13,000

$83,460

Youth After School Enrichment Program Revenue

$1.85 x the lesser of: (a) District Populatior{lm) 10,000
+ $0.43 x District Population over 10,000

($1.85 x 10,000) + (0.43 x 3,000)

$18,500 + $1,290

$19,790

Total Community Education Revenue = Regular Reven¥euth After School Revenue

$83,460 + $19,790
$103,250

Community Education Levy = 0.9 percent x ANTC

.009 x $2,000,000
$18,000

Community Education Aid = Community Education Rewer Community Education Levy

$103,250 - $18,000
$85,250
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Early Childhood and Family Education

As a part of the Community Education program, ditsgmrmay offer an Early Childhood and Family
Education (ECFE) program providing educational mes/to expectant parents and the parents and
other relatives of children between birth and kigdeten. To the extent that funds are insufficient
to serve all eligible children, the program mustu® on children from birth to age three. School
districts must also establish a reasonable slitbegor ECFE classes and must waive fees for any
participant unable to pay. For 2009-10 the revdou&CFE programs is equal to $120 times the
number of children under age five in the schodirdisor 150, whichever is greater. For 2009-10,
districts must have certified a levy at a tax @te335014 percent to be eligible for the full ECFE
revenue (but the total levy cannot exceed a districtal revenue for the year). The tax rateasdd
on a statutory requirement that in total, distriotsst levy $22.1 million statewide for ECFE
revenue. In addition, a district may also levyaalditional $1.60 per child under age 5 for a home
visiting program. [124D.13; 124D.135]

Example — ECFE Revenue

Gopherville School District

Children under Age 5 = 1,000
Adjusted Net Tax Capacity (ANTC) = $2,000,000
ECFE Revenue = Children Under Age 5 x $120
= 1,000 x $120
= $120,000
ECFE Levy = .335014 percent x ANTC

= .00335014 x $2,000,000
= $6,700

ECFE Aid = ECFE Revenue — ECFE Levy
= $120,000 - $6,700

= $113,300

Home Visiting Levy = Children Under Age 5 x $1.60
= 1,000 x $1.60

= 1,600
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School Readiness

The School Readiness program prepares childrentlgasto five to
enter kindergarten. A School Readiness progrant assess each
child at program entrance and exit, and provideraprehensive
program based on early childhood research and gsioigal practice.

Half of the state appropriation for school readiasl is divided
among school districts in direct proportion to thenber of
four-year-old children in the district, comparedie number of L

four-year-olds in the state, and half of the ségpropriation for q ))

school readiness aid is divided among school distm direct

proportion to the number of students in the disfrmm families eligible for free and reduced price
lunches, compared to the number of students froniliezs eligible for free and reduced price
lunches in the state. Districts must adopt arsljdee schedule based on family income, but must
waive the fee if a participant is unable to pa}24D.15; 124D.16]

Example — School Readiness Revenue

Gopherville School District

Four-year-old Children in the District = 200
Four-year-old Children in the State = 50,000
District Students - Free or Reduced Lunch Famiies 500
State Students - Free or Reduced Lunch Families = 50,020
State School Readiness Aid, 2009-10 = $10,095,000

School Readiness Aid
= (District Four-year-olds / State Four-year-old$p0% of State School Readiness Aid)
+ (District Free-Reduced Students / State FreasBel Students) x (50% of State School
Readiness Aid)

= ((200/50,000) x (.5 x $10,095,000)) + ((508B0,000) X (.5 x $10,095,000))

= (.004 x $5,047,500) + (.002 x $5,047,500)
= $20,190 +  $10,095
= $30,285
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School Aged Care / Disabled

Districts with a Community Education program mafeofr School Age Care Program for children
in kindergarten through grade 6 for the purposesxpainding learning opportunities when school is
not in session. Districts are eligible for schagé care revenue for the additional cost of progdi
services to children with disabilities or to chédrexperiencing family or related problems of a
temporary nature that participate in the school@ge program. Revenue is equal to the approved
additional cost of providing services to childreithadisabilities or children experiencing family or
related problems of a temporary nature that pa#dtei in a school age care program. School aged
care revenue has an equalizing factor of $2,4324[D.19, 11; 124D.22]

Example — School Aged Care Revenue

Gopherville School District

Pupil Units = 1,000
Adjusted Net Tax Capacity (ANTC) = $2,000,000
District ANTC per Pupil Unit = $2,000
Equalizing Factor for School Aged Care = $2,433
Approved School Aged Care Revenue = $75,000
Revenue = Amount approved as additional cost
= $75,000
Levy = Revenue x Lesser of: (a) 1, or (b) DistANTC per P.U.
$2,433

= Revenue x Lesser of: (a) 1, or (b) __ $2,000
$2,433

= Revenue x Lesser of: (a) 1, or (b) .822
= $75,000 x .822
= $61,650
Ad = Revenue — Levy
= $75,000 - $61,650

= $13,350
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Other Categorical Family and Early Childhood Revenwes

1. GED Test Fee Reimbursement of 60 percent of a fee chargethfofull general education
development (GED) test. Reimbursement cannot ex$4@ per individual. [124D.55]

2. Head Start Head Start is a federal program, with additicstate funding, provided to
low-income children ages birth to five and themfles. The program is designed to meet
emotional, social, health, nutritional and psyclgidal needs of the children, and promote the
economic self-sufficiency of the parents. Thee3t Head Start grantees, including 23
community action agencies, 3 single purpose agentischool district and Tribal governments.
State funds are allocated based on: (1) gransbesé of federal Head Start funds, and; (2)
grantees’ proportion of eligible children in theagtee service area who are not being currently
served. [119A.50; 119A.51; 119A.52; 119A.53]

3. Health and Development Screening Ai8chool districts are reimbursed for health and
developmental screening services provided to amnldmges 3 to 6, prior to or within 30 days of
enrollment in a public school kindergarten. Thienlirsement rates are $75 for each
three-year-old screened, $50 for each four-yeasotdened and $30 for each five-year-old or
six-year-old screened prior to kindergarten enretitmnand $30 for children who have not
previously been screened and are screened withdag® after first enrolling in kindergarten.
Screening is required for public school enroliménthild need not submit to developmental
screening provided by a school district if the dlsilhealth records indicate they have received
comparable developmental screening from a publmrioate health care organization or
individual health care provider, or if the chilggarent or guardian submits to the school a signed
statement that the child has not been screenedi$®oé conscientiously held beliefs of the
parent or guardian. [121A.16; 121A.17; 121A.181A29]

4. Hearing Impaired Adults A program which provides interpreters or notieetaservices for
adults with hearing impairments wishing to continloeir education on a part-time basis.
Grantees include local school district adult ediocaprograms, adult technical college programs
and vocational educational programs sponsored bljghorivate community agencies.
[124D.57]
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Property Tax Relief Aids

Property tax aids are intended to replace progaryevies with state payments for local taxing
jurisdictions. Property tax credits reduce propéaikes with state payments for individual
taxpayers. In both cases, the effect is that thpgaty tax payer pays less than what the taxesdvou
otherwise be on the property, and the state mgkéiseudifference with state payments to the taxing
district. The major tax relief programs are thenlestead credit, the agriculture credit, referendum
tax base replacement aid, county program aid arad government aid. Other smaller programs
include disparity reduction aid and taconite ait#ost school districts receive some level of aid
under all of these programs except county progranard local government aid, which are
available only to counties and cities respectively.

Another major property tax relief program is thegerty tax refund. It does not reduce individual
property tax amounts, but rather, provides refundsoperty tax payers based on the relationship
between their income and property tax amount. &tggax payers with low incomes relative to
their property tax bills have a portion of theix t&funded. Renters are also eligible to receive a
property tax refund based on the assumption tpatton of their rent is property taxes.

Homestead Credit
The market value homestead credit reduces the lbpevaerty tax
burdens for homeowners, particularly for low-vallenes. The
credit applies to all residential homesteads, iiclg the house,
garage, and one-acre of farm homesteads, and eydalercent
multiplied by the market value of the property optmaximum credit
amount of $304 with the credit being phased ouhfame values over
$76,000. The rate of phase-out equals .09 petireas the market
value above $76,000, resulting in the credit béily phased-out for
homes valued at $414,000 or more.

Agricultural Credit

The market value agricultural credit reduces therall property tax

burdens for farmers, particularly for low-valuediagltural
% homesteads. The credit applies to all agricultbcahesteads, but does
| not apply to the house, garage, and surroundingoresof farmland,
! since that portion of the property benefits frora tomestead credit.
I, The credit equals 0.3 percent multiplied by theketvalue of the
agricultural portion of the property up to a maximaredit amount of
$345, with the credit being partially phased outlémd values over
$115,000. The credit begins to phase down bet#&&b,000 and $345,000 in value. Agricultural
homesteads with values of $345,000 and higherveeecredit of $230.

Referendum Tax Base Replacement Aid

Operating referendum levies are not assessed aukligral land or seasonal recreational property
(cabins, for example). In order to prevent thétgifitax burden for referendum levies from these
types of properties to other classes of propersgridts are paid referendum tax base replacement
aid. Payments to school districts equal the amofiteéixes cabins and farms would have otherwise
paid for existing levies had they not been exemptaded on referendum amounts in existence in
2003.
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Property Tax Calculation - Residential Property

Tax Calculation for Homestead Property in a City
(For Property Taxes Payable in 2009)

Homestead Market Value = $185,000
Class Rate = 1%
Tax Capacity = Market Value x Class Rate
= (185,000 x .01)
= $1,850
Tax Capacity Gross Tax = Tax Rate x Tax Capacity
= Tax Rate x $1,850
Market Value Gross Tax = Tax Rate x Market Value
= Tax Rate x $185,000
Calculation of Tax Tax Capacity Market Value
Tax X Tax X
Rate $1,850 Rate $185,000
County Rate 51.7% $956 0.0% $0
City Rate 38.3% $709 0.0% $0
School Rate 25.4% $470 0.2% $370
Special Rate 5.0% $930.0% $0
Gross Tax 120.4% $2,2280.2% $370
Net Tax = Tax Capacity Gross Tax + Market ValuessrTax — Homestead Credit *
= $2,228 + $370 — $206

$2,392

* Calculation of the Homestead Credit
Maximum Credit = $304

Phase-out portion = ($185,000 — 76,000) x .0009
$109,000 x .0009

= $98
Credit = $304 - $98 = $206
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Property Tax Calculation - Agricultural Homestead Property

Tax Calculation for Agricultural Homestead
(For Property Taxes Payable in 2009)

Market Value = $295,000
Home, Garage & 1 Acre market value = $ 85,000
Farm Land market value = $210,000
Class Rate = For Home, Garage and 1 acre: 1.0%
For Agriculture land: 0.5%
Tax Capacity = Market Value x Class Rate
Tax Capacity, Home = ($85,000 x .01)
= $850
Tax Capacity, Land = (210,000 x .005)
= $1,050

Tax Capacity, Home and Farmland = $850 + $1,05$2,900

Gross Tax = Tax Rate x Tax Capacity = Tax Ré&bé, 900
Tax X
Calculation of Tax Rate $1,900
County Rate 51.7%  $982
Township Rate 8.1% $154
School Rate 25.4%  $483
Special Rate 5.0% $95
Tax Rate / Gross Tax 90.2% $1,714
Homestead / Ag Credit * $593
Net Tax $1,121

* Calculation of Homestead and Ag Land Credits
Homestead Portion (see previous page) $296
Farmland Portion:

Maximum Credit = $345

Phase-out portion = ($210,000 - 115,000) x .0005
$95,000 x .0005

= $48
Farmland Credit = $345-$48 = $297
Total Credit =$296 + $297 = $593
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Effect of Tax Relief Aids on School District Revene

Gopherville School District

Total Property Tax Levies Certified by the SchoobBl = $1,670,000
Total Direct State Education Aid Payments $3,860

Sum of the portion of the Homestead Credit allogateschool levy, summed for all homesteads in

the school district = $425,000
Sum of the portion of the Agriculture Homesteaddirallocated to school levy, summed for all
agriculture homesteads in the school district = 95,800
Agriculture
Homestead Homestead Net School
Levy Credit Credit Property Tax
$1,670,000 - $425,000 - $95,000 = $1,150,000

This is the amount of school property tax that adtually be received from property owners in the
school district after reductions for the homestedlit and the agriculture homestead credit.

The district receives the amount of homestead tesdi agriculture homestead credit as state aid in
addition to other state aid paid on education fagdormulas.

Education Agriculture
Direct State Homestead Homestead Total State
Aid Payments Credit Credit Aid Payments
$2,435,000 + $425,000 + $95,000 $2,955,000
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Education Finance Appropriations
Fiscal Years 2009-10 and 2010-11
($ in thousands)

2009-10 2010-11 Biennium

General Education $5,239,488 $5,671,948 $10,911,436
Education Excellence $153,699 $160,268 $313,967
Special Programs $847,243 $894,879 $1,742,122
Facilties & Technology $33,448 $34,545 $67,993
Famiy & Early Chidhood Ed $101,647 $102,510 $204,157
Nutrition Programs $18,914 $19,486 $38,400
Libraries $18,070 $18,070 $36,140
Education Dept. $20,943 $20,943 $41,886
Minnesota State Academies $11,912 $11,912 $23,824
Center for Arts Education $7,087 $7,087 $14,174

$6,452,451 $6,941,648 $13,394,099

State appropriations are not made on an entitletvesis, but are appropriated based on a majority
percentage of the current year's entitlement pledtlance of the previous year's entitlement
adjusted for changes in formula variables, sugbugsl counts or concentrations. Under current
law, for 2009-10 and 2010-11, the appropriationsa¢€§0 percent of the current year entitlement,
and the final 10 percent payment from the prioryddéowever, the payments amounts were
changed by the Governor, using his unallotment psye® that 2009-10 appropriations will equal
73 percent of the current year entittement anditta 10 percent payment from the prior year, and
2010-11 appropriations will equal 73 percent of¢herent year entitlement and the final 27 percent
payment from the prior year (see section on unakoit below).

For the FY2009-2011 biennium, state general edoicappropriations in the table above were
reduced by $500 million to offset a one-time inflf$500 million of federal funding from the
Federal Fiscal Stabilization Fund in the federalekican Recovery and Reinvestment Act of 2009.

Unallotment Effect on Appropriations

For FY 2009-10 and 2010-11, the Governor has “ottalll” a portion of school funding using his
authority under M.S. 16A.152. The unallotment i@uFY 2009-10 appropriations by $1.1 billion
and FY 2010-11 appropriations by $101.7 milliongmuking a change in the payment schedule
described in the first paragraph (which is setatuge) from 90 percent current year plus 10 pdrcen
final year to 73 percent current year plus 27 partieal year.

In addition, for FY 2010-11, the general educatppropriation is reduced by $600.7 million as part
of unallotment process connected to when schotiaswill be required to recognize revenue
received from property tax payments. Currentlgiriits collect property tax payments in May and
October of each calendar year, with the paymefdsatked as revenue for the school year beginning
in July of that calendar year. As part of the lotalent process the Governor is requiring school
districts to recognize the May payment as reveou¢hi fiscal year ending in June of the calendar
year, which generates State general fund savingé@d.7 million.
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School District Property Tax Levies
Fiscal Years 2009-10 and 2010-11

FY 2009-1( FY 2010-1:

Payable 20C Payable 201
General Fur $1,270,868,701 $1,408,105,10
Debt Service Fur $763,809,60! $808,466,00
Other Post-Employment Benefits Debt F $26,969,40: $51,241,90
Community Service Fui $73,856,50: $74,962,70
Total Levie: $2,135,504,201 $2,342,775,70

These are the levies certified (before applyingtéixerelief aids) for a specific year. Levy figare
for payable 2009 are the amounts that were cettibe 2009 in the fall of 2008, and levy figures fo
payable 2010 are the amounts estimate to be eerfidr 2010 in the fall of 2009.

Under current law, levies providing revenue for 24M were certified in the fall of 2008 and paid

in May and October of 2009; levies providing reverfor 2010-11 will be certified in the fall of

2009 and paid in May and October of 2010. (Plsasegpage 55 for a discussion about the effect of
the Governor’s 2009 unallotment on this paymenedale.)

56



Property Tax Relief Aid Payments to School Districé
Fiscal Years 2009-10 and 2010-11

2009-1( 2010-1:
Border City Disparity Ai $780,00! $987,00I
Disparity Reduction Ai $7,063,00 $8,584,00
Market Value Homestead Cre $44,069,00 $52,067,00
Market Value Homestead Ag Land Credit $4,613,000 B0
Taconite Replacement Production Tax Redu $561,00! $561,00!
Taconite Aid Reimburseme $8,666,80  $8,983,60
Other * $295,00! $324,00!
Total Tax Relief Aid $66,047,80( $77,034,60(

* Other includes Disaster Credits and prior yegusitnents

Tax relief aids are appropriated based on a mgjpatcentage of the current year's entitlement plus
the balance of the previous year's entitlementsaelfuifor changes in formula variables. For
2007-08 and later, the appropriation in statu@0ipercent of the current year entitlement, along
with the final 10 percent from the prior year. d&4e see page 55 for a discussion about the effect
the Governor’s 2009 unallotment on this paymenedale.)

Property Tax Relief Aid Payments
2009-10
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Education Revenue Sources

This chart shows the revenue available for educdtmm state and local sources. All state edunatio
finance appropriations including the DepartmenEdfication, Minnesota State Academies, the Minnesota
Center for Arts Education, tax relief aid paymeotslistricts, various dedicated revenues, and thetation
property tax levies are included. (Net levies@rified levies minus tax relief aids.) Fedemlenues and
fees charged by districts are not included. Tlaesdotal revenue figures, not revenue per pupil un

School District Revenue
Fiscal Years 2009-10 and 2010-11

2009-10 2010-11

State Appropriation (1) $6,581,012,100 $7,070,572,100
Tax Relief Aid (1) $66,047,800 $77,034,600
Net Education Tax Levy (3) $2,069,456,400 $2,265,74Q,
Dedicated Funds (2) $45,533,537 $46,755,884
Total Revenue $8,762,049,837 $9,460,103,684
Percent from State Sources 76.4% 76.0%
Percent from Property Taxes 23.6% 24.0%

(1) The state appropriation and tax relief aidsaalculated on an appropriation rather than entignt
basis, with the appropriation generally equal toagority percentage of the current year's entitietnpéus
the balance of the previous year's entitlementstegufor changes in formula variables, such asl gopints
or concentrations. For 2007-08 and later, the@mmations in statute equal 90 percent of the curyear
entitlement, and the final 10 percent payment ftbenprior year. (See page 55 for a discussiontaheu
effect of the Governor’s 2009 unallotment on thagment schedule.) The state appropriation includes
K-12 education appropriations (including state aggs), early childhood and family education
appropriations, special TRA contributions for fickiss cities and maximum effort debt service.

(2) Dedicated funds include permanent school ftmuehk highway fund, alcohol impaired driver accgun
county apportionment and taconite revenue.

(3) The property tax figure is the amount levieagstimated to be levied for the school year.
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Education Revenue Sources
Fiscal Year 2010-11 - Total Revenue $8,762,049,837

Net Education Levy
24%

Tax Relief Aid
1%

State Appropriation
74%
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