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Health & Safety Levy = Health & Safety Revenue x the lesser of
a) one; or
b) ANTC/pupil units
$3,956
Health & Safety Aid = Health & Safety Revenue — Health & Safety Levy

(Minn. Stat. § 123B.57)

Table 24:
Health and Safety Revenue
Fiscal Year State Aid Appropriation Levy
2013* $114,000 $55,824,000
2012 111,000 53,332,000
2011 135,000 58,003,000
2010 132,000 62,763,000
2009 103,000 67,759,000
2008 254,000 72,497,000
2007 352,000 73,199,000
2006 823,000 87,974,000
2005 2,099,000 89,326,000
2004 5,322,000 127,277,000
2003 5,494,000 122,776,000
2002 11,437,000 76,623,000
2001 14,920,000 75,569,000
2000 14,202,000 67,508,000
1999 14,179,000 62,242,000
1998 14,081,000 51,643,000
*Estimated

House Research Department

Alternative Facilities Program

Certain school districts may choose to participate in the alternative facilities bonding and levy program
instead of the health and safety revenue program. A district qualifies to participate in the alternative
facilities program if the district has:

(1) more than 66 students per grade;

(2) either:
(a) over 1,850,000 square feet of space and an average age of building space that is 15 years or
older, or
(b) more than 1,500,000 square feet of space and an average building age of 35 years or more;
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(3) insufficient funds from projected health and safety revenue and capital facilities revenue to meet
the district’s need for deferred maintenance repairs, to make accessibility improvements, or to
make fire, safety, or health repairs; and

(4) aten-year facility plan approved by the commissioner.
Four districts have been granted program eligibility through special laws that have been enacted.

In addition to the eligibility factors listed above, the 2003 Legislature required any health and safety
project with a cost exceeding $500,000 to be handled through this program.

An eligible school district may issue general obligation bonds without voter approval to finance the
approved facilities plans. The district may then levy to repay the bonds. This levy qualifies for debt
service equalization aid. Alternatively, an eligible district may make an annual levy for the costs incurred
under the ten-year facility plan. The 1997 and 1998 Legislatures provided ongoing state aid payments to
reduce these levy amounts for districts that qualified at that time.

Table 25:
Alternative Facilities Revenue
Fiscal Pay-as-you-go Alternative Facilities
Year State Aid Alternative Facilities Levy Bonded Debt Levy
2013 $19,287,000 $68,875,000 $83,039,000*
2012 17,359,000 63,149,000 78,192,000
2011 18,708,000 60,857,000 74,182,000
2010 16,008,000 54,671,000 60,606,000
2009 19,287,000 56,009,000 63,324,000
2008 19,287,000 64,106,000 60,607,000
2007 19,287,000 53,636,000 45,751,000
2006 20,387,000 56,399,000 40,643,000
2005 19,287,000 52,997,000 35,906,000
2004 18,708,000 39,935,000 30,169,000
2003 17,937,000 39,683,000 26,415,000
2002 19,279,000 24,038,000 35,327,000
2001 16,303,000 21,800,000 16,303,000
2000 19,624,000 21,286,000 19,454,000
1999 17,426,000 16,978,000 17,206,000
1998 — 8,400,000 17,206,000
*Estimated

(Minn. Stat. § 123B.59)
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Deferred Maintenance Revenue

Beginning in fiscal year 2008, a school district that is not eligible for alternative facilities revenue under
Minnesota Statutes, section 123B.59, subdivision 1, paragraph (a), is eligible for deferred maintenance
revenue. Deferred maintenance revenue must be maintained in a reserve account and used only for

deferred maintenance purposes.

A qualifying district’s deferred maintenance revenue is computed as follows:

Deferred = $60 x pupilunits x the lesser of:
Maintenance Revenue (1) one, or
(2) average age of the district’s buildings
35
Deferred = Deferred Maintenance x the lesser of:
Maintenance Levy Revenue (1) one, or
(2) (ANTC/pupils units)
$5,621
Deferred = Deferred Maintenance — Deferred Maintenance Levy
Maintenance Aid Revenue

As the deferred maintenance formula calculations show, the maximum revenue of $60 per pupil unit is
available to a district where its buildings have an average age of at least 35 years. As a district’s average
building age drops, so too does its deferred maintenance revenue.

Table 26:
Deferred Maintenance Revenue
Fiscal Year Appropriation Levy
2013* $2,972,000 $22,728,000
2012 2,234,000 23,443,000
2011 2,146,000 23,420,000
2010 1,918,000 23,075,000
2009 2,627,000 23,820,000
2008 3,232,000 22,822,000
*Estimated
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(Minn. Stat. § 123B.591)

Disabled Access and Fire Safety Levy

A district that has insufficient money in its capital expenditure fund to either remove architectural access
barriers from a building, or to make fire safety modifications required by the fire inspector, may submit
an application to the commissioner for approval of levy authority of up to $300,000 spread over an eight-
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year period. For disabled access projects, the commissioner shall develop criteria to determine the cost
effectiveness of removing barriers in consultation with the council on disabilities. The commissioner
shall approve or disapprove an application within 60 days of receiving it. The state has also provided
state bond proceeds to help small school districts remove barriers: $1 million was approved in 1993, $4
million was approved in 1994, $2 million was approved in 1996, and $1 million was approved in 1998.

(Minn. Stat. § 123B.58)

Building Lease Levy

The leased facilities levy authority allows districts to levy to pay rent on leased facilities. The levy
authority has been modified many times in the last two decades. The allowable purposes of the levy were
narrowed and then expanded. Currently, upon the commissioner’s approval, districts may levy for leased
facilities when the leased facility would be economically advantageous. The lease levy must not exceed
the lesser of the lease costs or $150 per pupil unit for fiscal year 2010 and later, except that a school
district that is a member of an intermediate school district may levy an additional $43 per pupil unit for
fiscal year 2010 and later for space in intermediate facilities. The facilities must be used for instructional
purposes. The leased levy may not be used for a lease purchase agreement unless the agreement was
approved by the Commissioner of Education prior to July 1, 1990, or the district levied for the payments
in 1989.

(Minn. Stat. § 126C.40, subds. 1, 2, and 6)

Table 27:
Building Lease Levy Amounts
Fiscal Year Total Levy
2013 $48,132,000*
2012 46,253,000
2011 48,900,000
2010 47,394,000
2009 45,079,000
2008 43,592,000
2007 41,504,000
2006 38,402,000
*Estimated
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Table 28:
Building Lease Levy Restrictions
Payable
School Year

Year First First
Effective Effective Permitted Uses/Limitations

2009-10 Pay 09 Sets the maximum lease amount at the lesser of the lease’s actual costs or
and later $150 per pupil unit. Allows a district that is a member of an intermediate
school district to levy an additional $43 per pupil unit for lease costs faced
by the intermediate school district.

2006-07 Pay 06 to  Sets the maximum lease amount at the lesser of the lease’s actual costs or
08 $100 per pupil unit. Allows a district that is a member of an intermediate
school district to levy an additional $25 per pupil unit for lease costs faced
by the intermediate school district.

2004-05to  Pay 04 Limits the maximum per pupil lease for a school district to the lesser of 90

2005-06 and 05 percent of the actual lease costs or $90 per pupil unit. Allows a district that
is a member of an intermediate school district to levy an additional $22.50
per pupil for lease expenses.

2002-03to  Pay 02 Sets the maximum per pupil levy for a school district that is a member of an
2003-04 and 03 intermediate school district at $125 per pupil unit.
1999-2000  Pay 99 Excludes expenditures for sports stadiums from the definition of

“instructional space.”

1998-99 Pay 98 For agreements finalized after July 1, 1997, no district may have a lease
levy in excess of $100 per pupil unit and no district may use the lease levy
for a “newly constructed building for regular kindergarten, elementary, or
secondary space.”

1992-93 Pay 92 Upon approval of commissioner when economically advantageous for
instructional purposes. Broadens scope to land as well as facilities.

1991-92 Pay 91 Upon approval of commissioner when economically advantageous for
instructional purposes. Future lease purchase agreements are no longer
eligible.

1990-91 Pay 90 Upon approval of commissioner when economically advantageous for

instructional purposes.

1989-90 Pay 89 Upon approval of commissioner when economically advantageous for
secondary vocational programs only.

1988-89 Pay 88 The leased facilities levy was repealed. However, a special levy allowed a
district to levy the amount that would have been authorized in 1987 if the
levy had not been repealed.

1987-88 Pay 87 Upon approval of commissioner when economically advantageous for
instructional purposes.
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Telecommunications/Internet Access Aid

School districts, charter schools, and nonpublic schools are eligible for state aid to pay for a portion of
their telecommunications and Internet access costs. Beginning in fiscal year 2006, the
telecommunications/Internet access aid program grants school districts and charter schools aid equal to 90
percent of the schools’ unreimbursed telecommunications costs exceeding $15 per pupil unit, unless the
district is a member of a telecommunications cluster, in which case the aid equals 90 percent of the
unreimbursed cost.

School districts are required to provide telecommunications and Internet access to nonpublic schools
(excluding a homeschool) located within the district’s boundaries through a reimbursement equal to 90
percent of the nonpublic school’s unreimbursed costs exceeding $10 per pupil unit. The school district
receives additional telecommunications/Internet access aid from the state for this purpose.

In order to qualify for the aid, school districts and charter schools must submit their actual
telecommunications and Internet access costs to the Commissioner of Education and file applications for
federal Internet funds (commonly referred to as e-rate funds). The aid amount is prorated to the state
appropriations cap, which substantially reduces each school district’s aid payment.

During fiscal years 2000 to 2002, the state had a similar program in place called the Telecommunications
Access Revenue Program (TARP). There was no specific funding for this purpose during fiscal years
2004 and 2005.

Table 29:
Telecommunications/Internet Access Aid
Fiscal Year Aid
2013 $3,750,000
2012 3,750,000
2011 3,750,000
2010 3,750,000
2009 8,743,000
2008 7,622,000
2007 3,750,000
2006 3,750,000
2005 0
2004 0
2003 1,565,000
2002 15,387,0000
2001 16,668,000
2000 5,000,000

House Research Department

(Minn. Stat. § 125B.26)
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Special Education

Special Education Mandate

Local school districts are required by state law to provide appropriate and necessary special education to
children with disabilities from birth to 21 years of age. Children with disabilities are defined in statute to
include children who have a hearing impairment, visual disability, speech or language impairment,
physical handicap, mental handicap, emotional/behavioral disorder, specific learning disability, deaf/blind
disability, or other health impairment. The definition of a child with a disability also includes every child
under age five who needs special instruction and services, as determined by state standards, because the
child has a substantial delay or an identifiable and known physical or mental condition. The mandate for
service does not include pupils with short-term or temporary physical or emotional disabilities.

Special instruction and services for children with disabilities must be based on the assessment and
individualized education program (IEP). The statutes and rules specify school district responsibilities for
program decisions for children with disabilities and for the education of children who are placed outside
the district where their parents reside. Districts are required to provide special education on a shared time
basis to pupils enrolled in nonpublic schools.

Of the public K-12 pupils in the state, 127,973 students, or roughly 15.6 percent, receive some special
education services.

(Minn. Stat. §§ 125A.01-125A.03; 125A.08)

3 This percentage is based on the December 2010 unduplicated child count conducted by the Department of
Education.
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Table 30:
Special Education Unduplicated Child Count by Disability Category
As of December 1, 2010

Category Count

Speech Language Impaired 21,424
Developmentally Cognitive Disability, 6,428
Mild/Moderate

Developmentally Cognitive Disability, 2,131
Moderate/Severe

Severely Multiple Impaired 1,210
Physically Impaired 1,706
Hearing Impaired 2,486
Blind/Visually Disabled 415
Specific Learning Disabilities 30,539
Emotional Behavior Disorder 15,759
Deaf/Blind 93
Other Health Impaired 16,106
Autism Spectrum Disorder 14,646
Traumatic Brain Injury 541
Early Childhood Disabled 14,489
Total 127,973
Source: Minnesota Department of Education

House Research Department

Special Education Funding Formulas

School districts receive state aid and some federal aid to pay for special education services. If these funds
are insufficient to pay for the costs of the programs, districts must use other general fund revenue.

(Minn. Stat. §§ 125A.75-125A.79)

Regular Special Education Revenue

A school district’s special education base revenue is determined by a revenue-capped reimbursement
formula. Special education costs are calculated using base year expenditure data. For years prior to fiscal
year 2009, the base year was two fiscal years prior to the year of the aid payment. For fiscal year 2008
and later, the base year is the current year. A district’s revenue is the amount obtained by summing the
special education reimbursements. Since the 1999-2000 school year, special education revenue has been
provided in state aid and has not had a local levy component.

The overall amount of regular special education aid is set in state statute. Prior to fiscal year 2004, the
statewide revenue amount was increased yearly by an inflation factor called the program growth factor
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(which was set at 1.08 for fiscal year 2002 and 1.046 for fiscal year 2003). The 2003 Legislature
eliminated the program growth factor so that regular special education revenue did not increase from
fiscal year 2004 until fiscal year 2008. For fiscal years 2008 to 2011, the statewide aid cap is raised by
amounts set in statute. The statutory statewide revenue caps are $529 million for fiscal years 2004 to
2007, $694 million for fiscal year 2008, $719 million for fiscal year 2009, $736 million for fiscal year
2010, and $787 million for fiscal year 2011. Beginning in fiscal year 2012, the annual program growth
factor of 1.046 is reestablished.

A school district’s base revenue is equal to the sum of the following expenditures for regular special
education and summer special education programs:

» 68 percent of the salaries paid to essential personnel in the district’s program for children with a
disability (essential personnel are defined as teachers, related services, and support services
staff providing direct services to students); plus

» 68 percent of the salary of instructional aides at the Minnesota academies, who are assigned to
students by their individual education plan; plus

» 52 percent of the difference between the contract amount for special instruction and services
and the general education revenue allowance for pupils who receive special education through a
contract with an agency other than a school district; plus

» 52 percent of the contract amount for supplementary special education provided through a
contract with an agency other than a school district; plus

» 47 percent of expenditures for special supplies and equipment for educating children with
disabilities up to a maximum of $47 per child receiving instruction.

The base special education revenue is multiplied by the ratio of the current year’s statewide enrollment to
the previous year’s statewide enrollment.

Each school district’s regular special education revenue is then prorated so that the state total regular
special education revenue does not exceed the statewide revenue cap for that year.

Excess Cost Aid

Excess cost aid is designed to provide additional special education funding for districts that have
extremely high levels of unreimbursed special education expenses. A school district’s excess cost aid is
capped in much the same manner as the regular special education aid. Total statewide excess cost aid is
limited to a fixed amount set in statute for fiscal years 2008 to 2011, is annually inflated by 2 percent for
subsequent fiscal years, and is also adjusted for the change in pupil counts for each year. Each district’s
initial excess cost aid is based on the difference between unreimbursed special education costs and other
general education revenue. Beginning in fiscal year 2006, referendum revenue is phased out of the
definition of general education revenue used to compute excess cost aid over a three-year period. For
fiscal year 2009, initial excess cost aid equals the greater of (1) 75 percent of the difference between the
district’s unreimbursed special education cost and 4.36 percent of the district’s general education revenue;
or (2) zero.
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A district’s excess cost aid is its initial excess cost aid prorated to the state total excess cost aid by
multiplying the district’s initial excess cost aid by the ratio of the state total excess cost aid to initial
(uncapped) state total excess cost aid.

Home-based Travel Aid

The state pays 50 percent of the expenditures on necessary travel of essential personnel to provide home-
based services to children with a disability who are under five years old.

Aid for Children with Disabilities (Special Pupil Aid)

Some disabled children don’t have a resident district because their parents’ rights have been terminated,
or their custodial parent or guardian lives outside Minnesota or is an inmate or resident of a state
correctional facility. In these cases, the state pays to the serving school district 100 percent of the costs of
instruction and services, less the general education basic revenue allowance and any other aid earned on
their behalf.

Court-placed Special Education Revenue

When a school district serves a child from another state who was placed by a court in Minnesota and
when the school district responsible for providing services for that student is unable to collect tuition from
the resident state or school district, the school district may request reimbursement from the state for the
unreimbursed special education costs.

Out-of-State Tuition for Special Education Students

When a court places a Minnesota child in a care and treatment facility in another state and when the
resident school district receives a bill for services from the out-of-state provider, the Minnesota district
may seek reimbursement for the unfunded services.

Table 31:
Special Education Appropriations

Regular Special Home-based Court- Out-of-
Fiscal Special Education Services Travel Special Pupil placed State
Year  Education Aid Excess Cost Aid Aid Aid Tuition
2013 $855,605,000  $115,304,000 $358,000 $1,745,000 $82,000 $250,000
2012 732,658,000 103,978,000 322,000 1,648,000 80,000 250,000
2011 749,248,000 108,410,000 282,000 1,193,000 78,000 250,000
2010 609,003,000 96,926,000 224,000 1,125,000 76,000 250,000
2009 716,929,000 110,826,000 227,000 2,282,000 74,000 250,000
2008 667,622,000 108,656,000 207,000 2,086,000 67,000 250,000
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American Indian Programs

Minnesota has a variety of programs in place to provide funds for American Indian education programs.
The rest of this section describes each of the funding streams.

American Indian Scholarships

The American Indian scholarship program provides need-based scholarships to Minnesota residents who
are at least one-fourth or more Indian ancestry. Prior to fiscal year 2008, the Commissioner of Education
awarded the scholarships upon recommendation of the American Indian education committee. For fiscal
year 2008 and later, the administration and funding for this program has been transferred to the Minnesota
Office of Higher Education. The scholarships may be used at accredited Minnesota postsecondary
(public and private) institutions.

(Minn. Stat. § 124D.84)

Success for the Future

Since fiscal year 2002, the Success for the Future program has provided funding in place of three other
programs (postsecondary preparation grants, American Indian language and culture grants, and Johnson
O’Malley replacement aid grants) designed to assist American Indian students. Success for the Future
funds collaborative programs that are intended to increase student achievement and lower the dropout rate
through targeted retention programs, counseling and advocacy services, innovative technology-based
curriculum, and best practices activities. Success for the Future makes grants to schools.

(Minn. Stat. § 124D.81)

American Indian Postsecondary Preparation Grants. For fiscal year 2002 and later, the American
Indian postsecondary preparation grants were replaced by the Success for the Future program. Prior to
this, the Commissioner of Education, upon recommendation of the Indian scholarship committee, made
grants to school districts to help prepare Indian secondary students for enrollment and success in college.

(Minn. Stat. § 124D.85)

American Indian Language and Culture Programs. For fiscal year 2002 and later, the American
Indian language and culture program grants were replaced by the Success for the Future program. The
American Indian language and culture program was designed to make the school curriculum more
relevant to the needs and heritage of Indian pupils, provide positive reinforcement of the self-image of
Indian pupils, and develop intercultural awareness among pupils, parents, and staff. Grants were awarded
by the Commissioner of Education upon the recommendation of the American Indian education
committee to public schools, nonsectarian, nonpublic, community, tribal, or alternative schools that enroll
Indian students.

(Minn. Stat. §§ 124D.71-124D.82)
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Johnson O’Malley Replacement Funds. For fiscal year 2002 and later, the Johnson O’Malley
replacement funds were replaced by the Success for the Future program. The Johnson O’Malley
replacement funds were for grants for general educational purposes; the grants are made by the legislature
to the six school districts that operate Indian village elementary schools. The grant money is in lieu of
funds that are not available from the federal government according to the Johnson-O’Malley Act.

(Pub. L. No. 73-167)

American Indian Teacher Preparation Grants

The Commissioner of Education makes joint grants to pairs of school districts and postsecondary
institutions to assist American Indian people in becoming teachers. Grants are statutorily prescribed to:
University of Minnesota at Duluth and the Duluth school district; Bemid;ji State University and the Red
Lake school district; Moorhead State University and a school district within the White Earth Reservation;
and Augsburg College and the Minneapolis and St. Paul school districts. Grant money may be used for
programs, student scholarships, and student loans.

(Minn. Stat. § 122A.63)

Tribal Contract School Aid

State aid is paid to four tribal contract schools in Minnesota. The tribal contract schools must comply
with Minnesota’s education statutes, and state aid must supplement, not replace, funds provided by the
federal government. State aid for tribal contract schools is calculated as follows:

(1) Multiply the formula allowance times the difference of the school’s weighted average daily
membership (WADM) and the number of pupils receiving nonpublic benefits or enrolled in
alternative programs

(2) Subtract from (1) the amount of federal money allocated through the Indian School
Equalization Program

(3) Divide the result in (2) by the school’s WADM

(4) Multiply the school’s WADM by the lesser of (3) or $1,500

Tribal contract schools that receive state aid are also eligible for early childhood family education
revenue. The revenue equals 1.5 times the statewide average expenditure per ECFE participant times the
number of tribal contract school participants (children and adults).

(Minn. Stat. § 124D.83)


https://www.revisor.mn.gov/statutes/?id=124D.83
https://www.revisor.mn.gov/statutes/?id=122A.63

House Research Department November 2011
Minnesota School Finance Page 59
Table 32:

Appropriations for American Indian Programs

American Indian

Teacher Tribal Early Childhood
Success for Preparation Contract at Tribal

Fiscal Year the Future Grants School Aid Contract Schools
2013 $2,137,000 $190,000 $2,206,000 $68,000
2012 1,924,000 190,000 1,883,000 68,000
2011 2,072,000 190,000 2,119,000 68,000
2010 1,774,000 190,000 1,702,000 68,000
2009 2,137,000 190,000 2,392,000 68,000
2008 2,137,000 190,000 2,207,000 68,000

House Research Department
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Community, Early Childhood, and Adult Education

Community Education

Community education programs are intended to maximize the community’s use of public schools and to
expand the involvement of community members who have skills and knowledge to share. Districts
establishing a community education program must provide for a citizens’ advisory council to advise the
school administration on how best to use school facilities and community resources. Fees may be
charged for community education programs.

Districts with a community education program may also prepare a youth development plan to improve
coordination of agencies that address the needs and develop the resources of youth in the community. A
participating district may also offer a youth service program to provide meaningful opportunities for
community involvement and citizenship.

(Minn. Stat. §§ 124D.18-124D.21)

Community Education Revenue. Community education programs are funded through both aid and
levy. Districts that prepare a youth service program and a youth development plan are eligible for
additional revenue. Districts that establish youth after-school enrichment programs are authorized to levy
an additional amount.

For fiscal year 2007 and later, the basic community education revenue allowance is $5.42. Community
education revenue, aid, and levy for fiscal year 2013 are computed as follows:

Total Community = General Community + Youth Service + Youth After-School
Education Revenue Education Revenue Revenue Enrichment Revenue
General Community = $5.42, times the greater of:
Education Revenue (a) 1,335; or

(b) population of the district
Youth Service = $1.00, times the greater of
Revenue (a) 1,335; or

(b) population of the district
Youth After-School = (1) $1.85, times the greater of:
Enrichment Revenue (a) 1,335; or

(b) population of the district not to exceed 10,000;

plus

(2) $0.43, times the population of the district in excess of 10,000

Community = .0094 times ANTC

Education Levy

Community = Total Community - Community
Education Aid Education Revenue Education Levy

The community education grandfather levy, a provision that allowed districts to levy for the difference
between the amount of community education revenue received in fiscal year 1983 and the current
community education revenue, was repealed effective for taxes payable in 2004.
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The amount of community education aid a district receives is reduced for any district that levies less than
the maximum for community education, in proportion to the amount of the underlevy.

The 2003 Legislature placed a limit on community education reserves. Beginning in fiscal year 2003, the
average revenue in a district’s community education accounts is limited to the district’s community
education revenue for the previous year. A district facing unique circumstances may request a waiver
from this reserve balance limitation.

Table 33:
Community Education Revenue
Basic Youth After-
Community Service School
Education Revenue Enrichment Minimum Number of
School Tax Revenue per per Revenue Revenue Participating

Year  Rate Capita Capita per Capita* per District Appropriations Levy Districts
2012-13 .940% $5.42 $1.00 $1.85+0.43 $11,040 $665,000 $38,839,000 335/337
2011-12 .900 542 1.00 1.85+0.43 11,040 429,000 38,972,000 335/337
2010-11 .900 542 1.00 1.85+0.43 11,040 473,000 38,895,000 335/337
2009-10 .900 542 1.00 1.85+0.43 11,040 476,000 38,621,000 335/337
2008-09 .900 5.42 1.00 1.85+0.43 11,040 796,000 38,287,000 338/340
2007-08 .900 542 1.00 1.85+0.43 11,040 1,299,000 37,485,000 338/340
2006-07 .900 542 1.00 1.85+0.43 11,040 1,949,000 36,378,000 341/343
2005-06 .981 5.23 1.00 1.85+0.43 10,787 2,043,000 35,000,000 341/343
2004-05 .981 5.23 1.00 1.85+0.43 10,787 3,198,000 33,715,000 341/343
2003-04 .7431 5.95 1.00 1.85+0.43 11,748 5,357,000 33,640,000 341/343
2002-03 .7431 5.95 1.00 1.85+0.43 11,748 6,076,000 31,245,000 342/343
2001-02 .4795 5.95 1.00 0 9,278 14,194,000 19,218,213 342/343

* After-school enrichment revenue per capita equals $1.85 times the district’s first 10,000 residents, plus 43 cents per capita for each resident in
excess of 10,000.
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Programs for Adults with Disabilities. Districts may offer programs for adults with disabilities as part
of their community education programs. These programs may include outreach activities to identify
adults needing service, classes specifically for adults with disabilities, services enabling the adults to
participate in community education, and activities to increase public awareness and enhance the role of
people with disabilities in the community. To be eligible for adults with disabilities program revenue, the
program description and budget must be approved by the Department of Education.

State aid is provided to districts with approval for educational programs for adults with disabilities. State
aid is equal to the lesser of $30,000 or one-half of the actual program expenditures. The remainder of a
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district’s program revenue is composed of funds from other public or private sources, or an optional levy
not to exceed $30,000 or one-half of the approved program budget.

(Minn. Stat. §§ 124D.19, subds. 7, 8; 124D.56)

Table 34:
Programs for Adults with Disabilities

Number of

Fiscal Year Appropriations Levy Programs
2013 $710,000 $670,000 77
2012 639,000 670,000 77
2011 680,000 670,000 77
2010 588,000 670,000 77
2009 710,000 670,000 77
2008 709,000 670,000 77
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After-school community learning grants. The 2007 Legislature reinstated a funding source for certain
after-school programs for fiscal years 2008 and 2009 only. The new program authorized grants from the
state to providers of after-school community programs. Community organizations, nonprofits, political
subdivisions, school districts, for-profit or nonprofit daycares, and other programs that serve youth were
eligible to apply to the Commissioner of Education for grants.

Table 35:
After-School Community Learning Grant Appropriations

Number of Grants

Fiscal Year Aid Awarded
2009 $2,600,000
2008 2,775,000 21%*

*Grants were for a two-year period.

House Research Department

(Minn. Stat. § 124D.2211)

Early Childhood Family Education

Districts that provide community education programs may also establish early childhood family education
programs (ECFE) for children from birth to kindergarten, for their parents, and for expectant parents.
These programs include parent education to promote children’s learning and development. All ECFE
programming must require substantial parental involvement.

Districts must appoint an advisory council to assist in planning and implementing ECFE programs.
Districts are encouraged to coordinate ECFE programs with their special education and vocational
education programs, as well as with other public or nonprofit agencies providing similar services.


https://www.revisor.mn.gov/statutes/?id=124D.2211
https://www.revisor.mn.gov/statutes/?id=124D.56
https://www.revisor.mn.gov/statutes/?id=124D.19
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(Minn. Stat. §§ 124D.13; 124D.135)

Early Childhood Family Education Revenue. ECFE programs are funded through state aid, local levy,
and participant fees. The formula for calculating ECFE revenue is based on the district’s population of
young children (under the age of five), not the number of children actually served.

For fiscal year 2008 and later, the ECFE allowance is $120. ECFE revenue is calculated as follows:
ECFE Revenue = $120, times the greater of:

(a) 150; or
(b) number of district residents under 5 years old

ECFE Levy = the commissioner must establish a tax rate for ECFE revenue that,
when multiplied by each district’s adjusted net tax capacity, raises
$22,135,000 statewide

ECFE Aid = ECFE Revenue - ECFE Levy

Home-visiting Levy = $1.60 times the number of district residents under 5 years old

The amount of ECFE aid is reduced for any district that levies less than the maximum early childhood
levy allowed to the district, in proportion to the amount of the underlevy.

Beginning in fiscal year 2000, districts were required to charge fees for ECFE programs, but may waive
fees for participants who are unable to pay. Districts may also obtain funds from other sources to support
early childhood programs. Districts must maintain ECFE funds in a separate account.

The 2001 Legislature placed a limit on the amount of ECFE reserves. Beginning in 2003, the average
revenue in a district’s ECFE reserve account over the prior three years is limited to 25 percent of the
district’s ECFE revenue for the prior year. A district’s ECFE revenue will be reduced by any amount in
excess of an average of 25 percent of the district’s ECFE revenue for the prior three years. Districts
anticipating a reserve account in excess of this limit due to extenuating circumstances may obtain prior
written approval from the Department of Education to exceed the limit.


https://www.revisor.mn.gov/statutes/?id=124D.135
https://www.revisor.mn.gov/statutes/?id=124D.13
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Table 36:
Early Childhood Family Education Revenue
ECFE Number of

School ECFE Formula Participating

Year Tax Rate Allowance Appropriations Levy Districts
2012-13 .392971%* $120 $22,977,000 $22,135,000%* 334/337
2011-12 34675 120 20,191,000 22,139,000 334/337
2010-11 333792 120 21,460,000 22,085,000 332/337
2009-10 335014 120 19,005,000 22,085,000 332/337
2008-09 20789 120 29,324,000 13,565,000 335/340
2007-08 382109 120 21,092,000 22,139,000 335/340
2006-07 42725 112 15,112,000 22,148,000 337/343
2005-06 4852 104 15,105,000 22,130,000 337/343
2004-05 533 96 15,129,000 21,104,000 337/343
2003-04 .588 120 19,675,000 22,209,000 337/343
2002-03 6578 120 18,664,000 22,084,000 337/343
2001-02 5257 120 20,746,000 21,027,000 338/343

*Estimated
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Early Childhood Home-visiting Program. A school district participating in a collaborative agreement
to provide education services and social services through home-visiting programs may levy up to $1.60
times the number of people under the age of five residing in the district. Statewide, this levy amounts to
about $600,000 per year.

(Minn. Stat. § 124D.13)

Health and Developmental Screening

School districts are required to provide developmental screening for children before they start school,
targeting children who are between three and five years old. A screening program must include:

a developmental assessment;

a hearing and vision screening or referral;

an immunization review and referral;

child’s height and weight; and

an identification of risk factors that may influence learning and referral.

v v v v w

Optional screening components include:

» nutritional, physical, and dental assessments;
» review of family circumstances that affect development; and
» laboratory tests, blood tests, and health history.


https://www.revisor.mn.gov/statutes/?id=124D.13
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All students must be screened prior to enrollment in a public school unless the child’s parent provides a
signed statement of conscientiously held beliefs against screening. A student may be screened by a
school district, or by a public or private health care provider.

For fiscal year 2009 and later, a district receives $75 for each three-year-old screened, $50 for each four-
year-old screened, $40 for each five- or six-year-old screened before enrolling in kindergarten, and $30
for all other students screened within the first 30 days of kindergarten enrollment. For fiscal years 2006
to 2008, a school district received $50 for each three-year-old screened, $40 for each four-year-old
screened, and $30 for each five-year-old screened. Prior to fiscal year 2006, districts received $40 in state
aid for each child screened. The district may transfer money from the general fund to make up the
difference between state aid and the cost of the program.

(Minn. Stat. §§ 121A.16-121A.19)

Table 37:
Developmental Screening Aid
Fiscal Year Appropriations
2013 $3,550,000
2012 3,211,000
2011 3,425,000
2010 2,922,000
2009 3,592,000
2008 2,624,000
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School Readiness

A school district or group of school districts may establish a school readiness program to enable children
to enter school with the necessary skills and behavior to succeed. A child may participate in a school
readiness program if the child is at least three years old and has had a developmental screening. Children
under the age of three-and-one-half can be enrolled if the district determines that serving young children
makes the program more effective.

Districts may establish a sliding fee for school readiness programs. Fees must be waived for participants
who are unable to pay. The state also provides state school readiness aid. Beginning with fiscal year
1998, school readiness aid is calculated as follows:

(1) the number of eligible 4-year-olds in the the ratio of 50% of the total aid to the total
district on October 1 of the previous school x number of eligible 4-year-olds in the state on
year October 1 of the previous school year; plus

(2) the number of students enrolled in the the ratio of 50% of the total aid to the total
district from families eligible for free and number of students in the state eligible for
reduced lunch for the second previous * free and reduced lunch for the second

school year previous school year


https://www.revisor.mn.gov/statutes/?id=121A.16
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Districts must keep school readiness aid in a reserve account within the community service fund.

The 2001 Legislature placed a limit on the amount of school readiness reserves. Beginning in 2003, the
average revenue in a district’s school readiness reserve account over the prior three years is limited to 25
percent of the district’s school readiness revenue for the prior year. A district’s school readiness revenue
will be reduced by any amount in excess of an average of 25 percent of the district’s school readiness
revenue for the prior three years. Districts anticipating a reserve account in excess of this limit due to
extenuating circumstances may obtain prior written approval from the Department of Education to exceed
the limit.

(Minn. Stat. §§ 124D.15; 124D.16)

Table 38:
School Readiness Aid
Fiscal Year Appropriations
2013 $10,095,000
2012 9,085,000
2011 9,792,000
2010 8,373,000
2009 10,095,000
2008 9,987,000

House Research Department

Head Start

Head Start is primarily a federally funded program designed to provide a comprehensive family-oriented
program that improves school readiness and social competence of children from low-income families.
State funds were first appropriated for Head Start programs in fiscal year 1989.

Head Start funds do not flow to school districts but instead to the community organizations that are the
grantees. In Minnesota, the most common type of grantee is a community action program.

(Minn. Stat. §§ 119A.50-119A.53)

Table 39:
Head Start Revenue
Fiscal Year State Aid Federal Funds
2013 $20,100,000 N/A
2012 20,100,000 $95,979,000
2011 20,100,000 88,450,000
2010 20,100,000 87,630,000
2009 20,100,000 84,817,000
2008 20,100,000 84,745,000

House Research Department


https://www.revisor.mn.gov/statutes/?id=119A.50
https://www.revisor.mn.gov/statutes/?id=124D.16
https://www.revisor.mn.gov/statutes/?id=124D.15
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School-age Care

A school district may offer a school-age care program for children in kindergarten through grade six. The
program must provide supervised activities during nonschool hours. Programs are primarily funded
through participant fees on a sliding-fee scale based on family income. This program was formerly called
the extended day program. About one-half of the Minnesota’s school districts participate in the school-
age care program.

Districts with school-age care programs receive school-age care revenue for the additional costs of
providing services to children with disabilities or children experiencing temporary family or related
problems. For fiscal year 1998 and later, school-age care aid and levy are calculated as follows:

School-age Care = Program costs approved by the Department of Education
Revenue
School-age Care Levy = School-age Care Revenue x the lesser of:
(a) one; or
(b) ANTC/pupil units
$2,318
School-age Care Aid = School-age Care Revenue -  School-age Care Levy
Table 40:
School-age Care Program
Fiscal Year Aid Levy
2013 $1,000 $12,780,000
2012 1,000 12,288,000
2011 1,000 11,592,000
2010 1,000 11,202,000
2009 1,000 11,792,000
2008 1,000 10,580,000

House Research Department

(Minn. Stat. §§ 124D.13; 124D.22)

Adult Basic Education

Adult basic education (ABE) programs provide academic instruction for persons over age 16 who do not
otherwise attend school. The purpose of the instruction is to enable students to obtain high school
diplomas or equivalency certificates.

The Commissioner of Education must approve a district’s ABE program. The commissioner may also
contract with private nonprofit organizations to provide these programs.


https://www.revisor.mn.gov/statutes/?id=124D.22
https://www.revisor.mn.gov/statutes/?id=124D.13

House Research Department November 2011
Minnesota School Finance Page 68

A district or an organization offering an ABE program may charge a sliding fee to program participants.
School districts may use funds from the community education levy and state community education aid for
ABE programs. In addition, ABE programs are funded with state aid and federal funds. The total amount
from all sources cannot exceed the actual cost of providing adult education programs.

The state also reimburses testing centers for 60 percent of the cost of administering general education
development (GED) tests, up to a maximum of $20 per individual. GED tests, which qualify students for
a high school equivalency certificate, are available to Minnesota residents over age 19 whether or not they
have taken a refresher course.

(Minn. Stat. §§ 124D.52; 124D.53; 124D.531; 124D.55)

Adult Basic Education Revenue. The 2000 Legislature established a new ABE funding formula
beginning with revenue for fiscal year 2001. The 2003 Legislature modified the program. The new
formula is based on contact hours, population, the enrollment of students with limited English
proficiency, and the number of adults age 20 or older with no diploma residing in a district. The new
formula caps the growth of state total ABE aid by setting in statute an overall statewide revenue limit.
For fiscal year 2008, the cap was $40,650,000. For fiscal years 2009 through 2011, the statewide aid cap
grew by 3 percent. For fiscal year 2012 and later, the statewide aid cap grows by the lesser of 2 percent
or the average growth in contact hours over the previous ten years. The program also caps an individual
program’s growth. For years prior to fiscal year 2008, the individual program growth was capped at 8
percent per year. For fiscal year 2008 only, an individual program’s growth was entirely uncapped. For
fiscal year 2009 and later, an annual cap of 11 percent is imposed on an individual program’s growth. For
each individual program, the total adult basic aid must not exceed $22 per prior year contact hour.

Prior to the change, ABE funding was based on full-time equivalent students (FTE). An FTE was equal
to 408 contact hours for a student at the adult secondary instructional level and 240 contact hours for
either a student at a lower instructional level or an English as a second language student. Until fiscal year
2000, local levies had been an additional method to provide funding for ABE programs. In addition,
ABE programs were eligible for additional aid if their aid amount was less than in 1992. In fiscal year
2000, the additional amount was equal to 60 percent of the difference between the formula aid in fiscal
year 1997 and fiscal year 2000. However, the FTE formula, basic population aid, and aid guarantee were
all replaced by the 2000 Legislature with the new ABE formula.

For fiscal year 2012, state aid to ABE programs is equal to:

Initial State Total ABE Aid = $45,629,000

ABE Basic Population Aid = the greater of:
(1) $3,844; or
(2) $1.73 times the population of the district

Remaining ABE Revenue = State Total ABE Aid — ABE Basic Population Aid


https://www.revisor.mn.gov/statutes/?id=124D.55
https://www.revisor.mn.gov/statutes/?id=124D.531
https://www.revisor.mn.gov/statutes/?id=124D.53
https://www.revisor.mn.gov/statutes/?id=124D.52
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(1) ABE Basic Population Aid; plus

(2) 84% times Remaining ABE Revenue, times the ratio of contact
hours for students participating in the program during the first prior
program year to the state total contact hours during the first prior
program year; plus

(3) 8% times Remaining ABE Revenue, times the ratio of the
enrollment of students with limited English proficiency during the
second prior program year to the state total enrollment of students
with limited English proficiency during the second prior program
year; plus

(4) 8% times Remaining ABE Revenue, times the ratio of the latest
federal census count of the number of adults age 20 or older with
no diploma residing in the district during the current program year
to the state total number of adults age 20 or older with no diploma
residing in all participating districts

Beginning in fiscal year 2002, 2 percent of state total ABE aid must be set aside for ABE supplemental

service grants.

Each recipient’s ABE aid must be proportionately reduced if the appropriation is insufficient to meet the

formula amounts.

Table 41:
Adult Basic Education Programs
Fiscal Year Appropriations
2013 $45,842,000
2012 40,545,000
2011 42,732,000
2010 35,671,000
2009 41,712,000
2008 40,344,000

House Research Department
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Cooperative Programs

Minnesota’s school districts and students participate in a variety of cooperative programs. The programs
are of two general types: programs that are provided by groups of school districts and programs that
allow student movement.

School District Cooperative Programs

School districts belong to a variety of group organizations in order to both provide expanded educational
opportunities for students and to provide support of administrative functions. Membership in most group
structures is voluntary. From fiscal year 1995 to fiscal year 2000, nearly all of these cooperative activities
were funded through district cooperation revenue and membership dues paid by the member districts to
the cooperative organizations. Prior to fiscal year 1995, most of these organizations were funded directly
for special education and vocational education programs.

School District Cooperation Revenue. Up until fiscal year 2001, school districts were eligible for
district cooperation revenue in the amount of $67 per pupil unit or $25,000, whichever is greater. For
fiscal year 2001 and later, there is no separate appropriation for cooperation revenue. Instead, $67 per
pupil unit was added to the general education formula allowance.

Cooperation revenue was required to be reserved for purchases from cooperative entities or to provide
educational services in a cooperative manner. Other restrictions apply to the expenditure of the reserved
revenue. A district that belonged to an intermediate district on July 1, 1994, must allocate a 5/11th share
of its prorated 1994-95 intermediate district revenue and must spend a minimum of $9 per pupil unit of its
district cooperation revenue on secondary vocational programs. Districts that were intermediate district
members on that date must allocate 5/11th of their prorated intermediate district revenue to special
education and 6/11th to secondary vocational programs.

(Minn. Stat. § 126C.22)

Consolidation Transition Revenue. School districts that have reorganized after June 30, 1994, are
eligible for consolidation transition revenue. (Consolidation transition revenue replaced cooperation and
combination revenue.) Consolidation transition aid is equal to $200 per pupil in the first year of
consolidation and $100 per pupil in the year after consolidation. Aid is based on a maximum of 1,500
pupils. The revenue must be used to offer early retirement incentives; reduce operating debt; enhance
learning opportunities; and for other costs of reorganization. If the aid is insufficient to cover early
retirement costs, the district may levy for the additional amount over a three-year period. For
consolidations that include one or more districts that have received consolidation transition revenue or
cooperation and combination revenue within the previous six years, the basis for calculating aid is the
number of pupils in only those districts that have not previously reorganized. If all of the reorganizing
districts have received aid within six years, consolidation transition revenue is based on one-fourth of the
pupils in the newly created district.

From 1990 until July 1, 2001, more than 150 school districts consolidated using this program or its
predecessor, the Cooperation and Combination Program. Since July 1, 2001, only a handful of school
districts have consolidated.

(Minn. Stat. § 123A.485)


https://www.revisor.mn.gov/statutes/?id=123A.485
https://www.revisor.mn.gov/statutes/?id=126C.22
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Table 42:
Consolidation Transition Revenue
Fiscal Year Appropriation
2013 $180,000
2012 145,000
2011 576,000
2010 684,000
2009 339,000
2008 240,000
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Student Movement Programs

Students in Minnesota schools can choose from a variety of programs that offer alternative or expanded
educational opportunities. Often these programs are referred to as “choice” programs. These programs
include Open Enrollment, the Postsecondary Enrollment Options Program, Area Learning Center
Programs, the Graduation Incentives Program, and Charter School programs. Funding for these programs
is as follows (charter schools are discussed in a separate section).

Open Enrollment Funding. Minnesota’s Open Enrollment program allows students to attend school in
districts other than the student’s resident district. A resident district may not prevent a student from
leaving the student’s home district, but the potential serving school district is not required to accept a
student once the serving district has accepted students equal to 1 percent of its total enrollment. General
education revenue follows the pupil from the resident district to the district providing instruction (the
serving school district) because the general education program is based on students served, not resident
students. An adjustment is made to transfer the aid portion of the referendum revenue from the resident
school district to the serving school district.

Transportation of an open enrollment pupil is the responsibility of the nonresident (serving) district from
the nonresident district’s border to the school attended (the resident district has no transportation
responsibilities for an open enrollment pupil).

(Minn. Stat. § 127A.47, subd. 7)

PSEO Funding. The Postsecondary Enrollment Options (PSEQO) program allows public and nonpublic
pupils in grades 11 and 12 to enroll in college courses offered by an eligible postsecondary institution
(PSI) at state expense. For fiscal year 2011, approximately 5,964 public school pupils, 739 traditional
nonpublic pupils, and 1,476 homeschool pupils attended classes at a PSI, and the state aid payment to the
PSIs through the PSEO funding formula amounted to roughly $24.5 million.

For public school pupils who participate full-time in the PSEO program, school districts receive 12
percent of the weighted formula allowance plus all other revenue generated by that pupil. For nonpublic
pupils there is no payment to the school district of residence. For each part-time PSEO pupil, the district
receives all of the other revenue generated by that pupil and a proportionate share of the weighted
formula allowance, based on the amount of time that the PSEO pupil attends the high school. The state


https://www.revisor.mn.gov/statutes/?id=127A.47
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then pays the PSI a standard rate per credit hour which is set by formula in statute and for fiscal year 2012
comes to $120.98 for each quarter credit hour ([88% x ($5,174 - $415) x 1.3]/45) and $181.48 for each
semester hour ([88% x ($5,174 - $415) x 1.3])/30). The chart below shows how PSEO pupils are funded.

> School District
State
K-12
Budget
PSI

In 1992, the legislature specifically authorized school districts and PSIs to provide PSEO courses taught
in the high school by instructors employed by the PSI. These programs are often referred to as concurrent
enrollment programs. Instructors in these programs are often high school teachers specially trained by a
postsecondary institution to teach the course. There is a different funding process for students taking
these courses. The school district receives full funding for the PSEO. The district contracts with a PSI to
provide PSEO courses and pays the PSI directly. For fiscal year 2011, approximately 19,000 pupils
participated in the PSEO programs offered at the high schools. For fiscal year 2012 and later, a school
may authorize 9™ and 10™ grade pupils to enroll in concurrent enrollment programs if the class is not
otherwise fully enrolled.

Full General Education Revenue
> School District

State (Formula Allowance x 1.3)

K-12
Budget

State State PSI Funding for all Pupils Public Private

Postsecondary »| Postsecondary Postsecondary

Budget Institution Institution

Concurrent Enrollment Programs. A separate aid formula provides up to $150 per pupil for students
who are enrolled in a concurrent enrollment program.
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Table 43:
Concurrent Enrollment Aid
# of
Participating
Concurrent Statutory School
Fiscal Enrollment Aid Participating  Proration Districts and
Year Aid Per Pupil Pupils Factor Charters
2013 $2,000,000 $150 NA NA NA
2012 2,000,000 150 NA NA NA
2011%* 2,000,000 150 20,288 39.6% 278
2010 2,000,000 150 21,184 37.9 282
2009 2,500,000 150 18,940 26.6 272
2008 2,500,000 150 17,581 26.7 270
*Estimated

House Research Department

Graduation Incentives Program Funding. The Graduation Incentives Program (previously the High
School Graduation Incentives Program and renamed the Education Options Program for one year only)
allows certain eligible pupils to receive instruction in a variety of alternative settings. A pupil may attend:

a program approved by the Commissioner of Education or an area learning center;

a postsecondary institution under the PSEO program,;

any public elementary or secondary education program;

a nonprofit, nonpublic, and nonsectarian school that has contracted with the district of residence
to provide educational services; or

» an adult basic education program operated under the community education program (for pupils
ages 16 to 21).

v v v v

A district may contract with any nonprofit, nonpublic school to provide nonsectarian educational services
for certain students who are eligible for the Graduation Incentives Program.

The method of funding students participating in the Graduation Incentive Program depends on the type of
program providing educational services. Revenue distribution for students in an area learning center, a
public school, an adult basic education course, or in a board-approved program is the same as the funding
for open enrollment students. Funding for education option students in PSEO is the same as for other
PSEO students. For Graduation Incentives Program students who receive educational services from a
private organization under a contract with a school district, the basic revenue is allocated to both the
contracting district and the private organization. The Department of Education pays 90 percent of the
revenue generated by an education options student to the private provider and 10 percent to the
contracting district. The share of basic revenue is reduced proportionately for part-time students who
receive services from a private organization under contract. During the term of the contract, state aid is
placed into an account that is reserved for the site providing the alternative education.

(Minn. Stat. §§ 124D.68; 127A.47, subd. 7)

Area Learning Center Program Funding. An area learning center may be established by a school
district by itself or in cooperation with a cooperative organization, or other public and private
organizations. Area learning centers often operate alternative high schools, summer school programs, and
other cooperative activities and serve both resident and nonresident pupils. All area learning centers


https://www.revisor.mn.gov/statutes/?id=124D.68
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outside first-class cities must serve at least two school districts. Revenue for nonresident students is
transferred from the student’s resident district to the district operating the area learning center in the same
way revenue is transferred for open enrollment students. An area learning center operated by a
cooperative organization may elect to charge tuition rather than calculate aid adjustments.

(Minn. Stat. § 123A.08)

Early Graduation Incentives Programs. Beginning in fiscal year 2012, an 11" or 12" grade student
who graduates early may apply to the state for an early graduation achievement scholarship. The
scholarship equals $2,500 if the student graduates one semester early, $5,000 if the student graduates two
semesters early, and $7,500 if the student graduates three semesters early. The qualifying student may
use the scholarship at any accredited postsecondary institution located anywhere in the United States.
The same incentive is awarded as cash to a qualifying early-graduating student who enters the military.

(Minn. Stat. §§ 120B.08, 120B.081)


https://www.revisor.mn.gov/statutes/?id=120B.08
https://www.revisor.mn.gov/statutes/?id=120B.81
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Charter Schools

As of July 31, 2011, there were 147 charter schools operating in Minnesota serving an estimated 41,470
students. Charter schools are eligible for general education revenue, special education revenue, building
lease revenue, start-up grants, and certain other school district revenue.

General Education Revenue. A charter school earns general education revenue on a per pupil unit basis
just as though it were a school district except for approximately $250 per pupil unit (4.85 percent of the
basic formula allowance) for transportation expenses, which the charter school receives only if it provides
transportation services. The general education revenue paid to a charter school is paid entirely through
state aid. Operating capital revenue received by the charter school may be used for any purpose.

Referendum Revenue. A charter school receives the aid portion of each enrolling student’s referendum
revenue based on the student’s resident district referendum amount.

Special Education Revenue. A charter school receives special education revenue as though it were a
school district. In addition, a charter school may bill-back to a disabled student’s resident school district
any eligible unreimbursed special education costs.

Transportation Revenue. A charter school is eligible for an additional amount of general education
revenue of approximately $250 per pupil unit if it elects to provide transportation services. In the
alternative, a charter school may choose to have the school district in which it is located provide
transportation services. In this case, the charter school does not receive any transportation funding, and
the school district must provide transportation services to the charter school attendees in the same manner
as it provides transportation to its resident students and students entering the school district under the
enrollment options (open enrollment) program.

Building Lease Aid. Beginning in fiscal year 2004, a charter school is eligible for building lease aid
equal to the lesser of $1,200 per pupil or 90 percent of the charter school’s lease costs. However, for a
charter school that had more than $1,200 per pupil in lease costs in 2003, the school’s lease aid is equal to
its fiscal year 2003 lease aid per pupil. This grandfather will be eliminated beginning with the 2012-2013
school year. Charter school building lease aid was first available in fiscal year 1998.

Start-up Grants. For the first two years of a charter school’s operation, it is eligible for charter school
start-up grant aid equal to the greater of $50,000 per charter school, or $500 per charter school pupil unit.
For fiscal years 2012 and later, state-paid start-up grants are eliminated for new charter schools.

Integration Revenue. Prior to fiscal year 2004, a charter school was eligible for the aid portion of
integration revenue for enrolled students who are residents of a district that is eligible for integration
revenue if the enrollment of the pupil in the charter school contributes to integration or desegregation
purposes. This aid was separately appropriated and was prorated if the appropriation was insufficient.
This revenue is eliminated for fiscal year 2004 and later.

Other Aid, Grants, Revenue. A charter school is eligible to receive other aids, grants, and revenue
according to the school funding formulas as though it were a school district, unless the receipt of the
revenue would require a local property tax levy. A charter school may receive money from any source
for capital facilities needs. Any unexpended capital facilities revenue must be reserved and must be
expended only for future capital facilities purposes.

Federal Aid. A charter school is eligible for any federal aid received by the state as if the charter school
were a school district.
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Use of State Money. A charter school may not use state aid to purchase land or buildings.

Property Tax Status of Charter Schools. The 2010 Legislature clarified the property tax status of
charter schools. Property that is leased to a charter school is exempt from taxation if: (1) the lease is for
at least one year; (2) the property is owned by a school, political subdivision, church, or nonprofit; (3) the
property is used for instructional and administrative purposes; and (4) the charter school has exclusive use
of the facility or has a shared use agreement with a school, church, or political subdivision.

Table 44:
Charter School General Education and Categorical Aids
General Education Aid Building Lease Aid Start-up Aid
Fiscal Year Entitlement* Appropriation Appropriation
2013 $360,209,000 $52,359,000 $34,000
2012 322,366,000 43,203,000 171,000
2011 294,208,000 44,938,000 743,000
2010 267,127,000 34,833,000 1,218,000
2009 244,714,000 37,527,000 1,987,000
2008 212,179,000 32,817,000 1,801,000
2007 172,401,000 27,806,000 2,347,000
2006 142,711,000 25,331,000 1,291,000
2005 116,255,000 21,400,000 156,000
2004 93,689,000 16,501,000 829,000
2003 79,478,000 14,028,000 1,215,000
2002 61,850,000 12,272,000 2,026,000
2001 52,424,000 10,667,000 2,664,000
2000 39,755,000 6,456,000 1,865,000

aid.

*General education aid paid to charter schools is subsumed within the open and standing appropriation for general education

(Minn. Stat. § 124D.11; 272.02, subd. 42)
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School Desegregation and Integration

Minnesota funds a variety of programs designed to promote integration within and among its school
districts.

Integration Revenue

School districts that file integration plans with the Department of Education are eligible for integration
revenue. Prior to the 1999-2000 school year, only three school districts (Minneapolis, St. Paul, and
Duluth) had filed integration plans. The new integration rule was adopted in 1999 and requires many
more school districts to develop integration plans. During the 2010-11 school year, 125 districts were
required to develop integration plans and were eligible for integration revenue.

Integration revenue is provided in a mix of aid and levy. For fiscal years 2005 and later, 70 percent of
integration revenue is provided in state aid.

The 2011 Legislature passed a law that repeals the current funding formula for years after fiscal year
2013; appoints a task force to make recommendations about a new funding formula; and builds the new
funding formula into the budget base for fiscal years 2014 and later.

Table 45:
Integration Revenue per Pupil

Eligible District with Other % of Revenue

Fiscal More than 15% Eligible Paid in State
Year Minneapolis St. Paul Duluth Students of Color Districts Aid
2013 $445 + §35 levy $445 $206 $129 §92 70%
2012 445 + 35 levy 445 206 129 92 70
2011 445 + 35 levy 445 206 129 92 70
2010 445 + 35 levy 445 206 129 92 70
2009 445 + 35 levy 445 206 129 92 70
2008 445 + 35 levy 445 206 129 92 70
2007 445 + 35 levy 445 206 129 92 70
2006 445 + 35 levy 445 206 129 92 70
2005 445 + 35 levy 445 206 129 92 70
2004 445 + 35 levy 445 206 129 92 77
2003 446 + 35 levy 446 207 130 93 63
2002 446 446 207 130 93 78
2001 536 446 207 130 93 78

House Research Department

(Minn. Stat. § 124D.86)
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Table 46:

Estimated Appropriations and Levies for Integration Activities
Based on 100% Aid Entitlement; Amounts for Aid Fiscal Year

Fiscal

Year/ Minneapolis St. Paul Duluth Other Districts Total
Payable

Year Aid Levy Aid Levy Aid Levy Aid Levy Aid Levy
2013/2012] $10,679,000 $4,577,000| $13,005,000 $5,573,000| $1,434,000 $615,000| $40,514,000 $17,367,000| $65,632,000 $28,132,000
2012/2011| 10,679,000 4,577,000( 13,010,000 5,576,000| 1,461,000 627,000 40,764,000 17,469,000 65,914,000 28,249,000
2011/2010] 12,329,000 5,284,000 13,272,000 5,688,000 1,509,000 647,000 38,083,000 16,322,000 65,013,000 27,941,000
2010/2009| 12,645,000 5,419,000 13,650,000 5,850,000| 1,540,000 662,000( 37,903,000 16,244,000 65,738,000 28,175,000
2009/2008| 12,325,000 5,282,000 14,063,000 6,027,000 1,574,000 675,000 37,631,000 15,270,000| 65,593,000 27,254,000
2008/2007| 13,011,000 5,576,000 14,270,000 6,116,000 1,609,000 690,000 34,163,000 14,641,000 63,053,000 27,023,000
2007/2006| 12,443,000 6,730,000 14,408,000 6,175,000 1,653,000 710,000 29,437,000 11,655,000 57,945,000 25,271,000
2006/2005| 13,103,000 7,088,000( 14,782,000 6,335,000| 1,692,000 725,000 29,325,000 10,514,000| 58,901,000 24,662,000
2005/2004| 14,186,000 7,872,000 14,975,000 6,414,000 1,997,000 761,000( 22,410,000 9,505,000 53,568,000 24,552,000
2004/2003| 16,165,000 7,157,000 16,580,352 4,918,000 2,052,000 592,000 24,277,000 6,849,000 59,019,000 19,517,000
2003/2002| 15,061,000 9,121,000 14,576,000  8,622,000| 1,715,000 1,020,000| 17,654,000 8,611,000| 49,005,000 27,374,000
2002/2001| 23,602,000 6,428,000 18,160,000 5,183,000 2,216,000 622,000( 19,127,000 4,441,000 63,105,000 16,765,000
2001/2000| 23,704,000 6,520,000 18,343,000 5,223,000| 2,276,000 634,000 8,842,000 196,000 53,165,000 12,583,000
2000/1999| 20,015,000 9,735,000 15,587,000  7,508,000| 1,993,000 966,000 37,755,000 18,527,000
1999/1998| 15,751,000 13,122,000| 12,325,000 10,113,000/ 1,605,000 1,826,000 30,161,000 24,830,000
1998/1997| 9,368,300 10,176,000 8,090,700  9,627,000| 1,385,000 1,537,000 18,844,000 21,340,000
1997/1996| 9,368,300 10,168,000 8,090,700  9,588,000| 1,385,000 1,406,000 18,844,000 21,162,000
1996/1995| 9,368,300 10,041,000 8,090,700  9,461,000| 1,385,000 1,344,000 18,844,000 20,967,000
1995/1994| 9,638,000 9,560,000 8,090,500 8,540,000/ 1,385,000 1,091,000 18,844,000 19,191,000
1994/1993| 9,638,300 7,308,000 8,090,500 6,620,000| 1,385,000 696,000 18,844,000 14,625,000
1993/1992( 7,782,300 8,439,000( 6,676,500 6,899,000 1,385,200 625,000 15,844,000 15,963,000
1992/1991| 7,782,300 8,071,000 6,676,500  6,599,000| 1,385,200 598,000 15,844,000 15,268,000
1991/1990| 7,382,300 7,772,000 6,276,000 6,312,000| 1,285,200 572,000 14,944,000 14,603,000
1990/1989| 7,382,300 7,012,000 6,276,000  3,943,000| 1,285,200 664,000 14,944,000 11,618,000
1989/1988| 5,950,300 3,177,000 5,081,400 3,837,000 981,800 — 12,013,600 7,313,000
1988/1987( 5,677,700 — 4,766,500  1,958,000| 1,123,100 — 11,557,300 1,958,000

House Research Department
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Other Integration Funding Programs

Magnet School Grants. Metropolitan magnet schools have been eligible for grants to help operate the
magnet programs. Grants could be used for teachers, aides, instructional services, equipment, field trips,
and other programs designed to enhance metropolitan integration. Beginning in fiscal year 2001, start-up
grants were also available to a metropolitan magnet school program for its first two years of operation.
Start-up cost aid equaled $500 times the magnet school’s pupil units served for that year. Capital funding
has also been provided to help construct metropolitan magnet school facilities. This program was
repealed for the 2011-2012 school year and later years.

(Minn. Stat. § 124D.88)

Interdistrict Desegregation or Integration Transportation Grants. Grant money is available to
provide pupil transportation services to students who participate in interdistrict desegregation, such as The
Choice is Yours Program, or other integration programs.

(Minn. Stat. § 124D.87)

Other Integration Programs. Integration programs funded under the “other” category include minority
fellowship grants, the minority teacher incentives program, teachers of color program grants, and cultural
exchange grants. These programs have not been funded since fiscal year 2003.

(Minn. Stat. §§ 122A.64; 122A.65; 124D.89; Laws 1994, ch. 647, art. 8, § 29)


https://www.revisor.mn.gov/laws/?id=647&doctype=Chapter&year=1994&type=0
https://www.revisor.mn.gov/statutes/?id=124D.89
https://www.revisor.mn.gov/statutes/?id=122A.65
https://www.revisor.mn.gov/statutes/?id=122A.64
https://www.revisor.mn.gov/statutes/?id=124D.87
https://www.revisor.mn.gov/statutes/?id=124D.88
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Table 47:
Appropriations for Other Integration Funding Programs
Magnet
School Magnet Interdistrict Other
Fiscal Operating Magnet School School Start- Integration Integration
Year Grants Capital Grants* up Aid Transportation Programs
2013 $0 $0 $0 $16,612,000 $0
2012 0 0 0 14,917,000 0
2011 750,000 0 0 13,743,000 0
2010 750,000 0 0 12,342,000 0
2009 750,000 0 0 11,881,000 0
2008 750,000 0 0 9,901,000 0
2007 750,000 0 0 10,134,000 0
2006 750,000 1,083,000 0 6,032,000 0
2005 750,000 0 454,000 8,401,000 0
2004 750,000 0 37,000 5,796,000 0
2003 1,052,000 0 230,000 3,101,000 1,076,000
2002 448,000 1,700,000 431,000 0 924,000
2001 1,750,000 16,500,000 225,000 970,000 1,000,000
2000 1,750,000 0 0 970,000 1,000,000
1999 1,750,000 0 0 970,000 1,000,000
1998 5,750,000 22,200,000%** 0 800,000 1,000,000
1997 1,500,000 0 0 630,000 1,000,000
1996 1,500,000 0 0 300,000 1,000,000
1995 1,500,000 0 0 0 752,000
1994 0 20,000,000 0 0 1,035,000

* Appropriations are from state bond proceeds.
**$1,893,000 of this appropriation was cancelled back to the general fund.

House Research Department
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Vocational-Technical Education

Career and Technical Revenue

Career and technical education services include courses that were formerly called vocational programs
and include agricultural, business, technology, and health occupations courses. A district that offers
career and technical programming is eligible for revenue under this program.

A new funding formula was implemented beginning in fiscal year 2008. This formula provides each
school district with levy authority equal to the lesser of:

(1) $80 times the average daily membership in grades 10 to 12; or
(2) 25 percent of the district’s approved expenditures on career and technical programming.

Additionally, a district’s levy is guaranteed to be no less than its levy for the previous year provided that
the levy does not exceed 100 percent of the district’s career and technical expenditures for that year. The
career and technical levy is 100 percent forward-shifted, meaning that the levy for taxes payable in 2012
is recognized as revenue in fiscal year 2012.

For fiscal years 2001 through 2007, a school district’s career and technical revenue was provided entirely
through a local levy that was essentially frozen at the greater of $10,000 per district, or the district’s levy
amount for fiscal year 2001. Prior to fiscal year 2001, each district’s career and technical funding was
provided in state aid based on the previous years’ program spending.

Table 48:
Career and Technical Revenue
Payable Year Levy
2012 $17,850,000
2011 15,062,000
2010 14,903,000
2009 14,726,000
2008 14,421,000
2007 12,773,000

House Research Department

(Minn. Stat. § 124D.453)

Transition Programs; Children with Disabilities

The 2007 Legislature eliminated separate funding for this program and instead included eligible program
costs in the regular special education revenue calculation.
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ServeMinnesota Aid

ServeMinnesota is the name of a state grant program designed to work in concert with federal youth
service programs. Prior to 2011, this program was called ““Youth Works.” In Minnesota, ServeMinnesota
is the statutorily designated recipient of federal Americorps funds. Youth service programs are generally
designed to provide the participant with skills and training while creating an opportunity for the
participant to perform tasks that benefit the community. The ServeMinnesota program awards grants to
program providers on a competitive-grant basis. The program provider combines the state grant money
with federal money and provides the participants with living expenses or a stipend, health insurance, child
care if needed, and a postservice educational award of approximately $4,700, which may be used for
higher education costs or to repay student loans.

Since 2004, ServeMinnesota programs have been encouraged to channel participants into tutoring and
other children’s literacy programs. Other program activities include working on affordable housing
projects, family stability programs, environmental restoration projects, and disaster relief programs.

Early Childhood Literacy Programs

State aid is appropriated for grants for early childhood literacy programs. These grants may be awarded
to the Minnesota Reading Corps, which is a program operated by ServeMinnesota; in some years, the
grants also go toward the Word Works program.

Table 49:
Appropriations for ServeMinnesota and the Minnesota Reading Corps

Fiscal ServeMinnesota  Early Childhood Literacy  Federal Operating Federal Funds
Year Aid Program Grants Funds* Scholarship*
2013 $900,000 $4,125,000 NA NA
2012 900,000 4,125,000 8,725,000 3,896,000
2011 900,000 1,375,000 7,800,000 3,210,000
2010 900,000 1,375,000 5,995,000 2,306,000
2009 900,000 1,500,000 3,865,000 1,531,000
2008 900,000 0 NA NA

* Amounts leveraged by state appropriation for Youth Works

House Research Department
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State Academies

Lola and Rudy Perpich Minnesota Center for Arts Education

The 1985 Legislature established a board of 15 members to develop, manage, and control the Lola and
Rudy Perpich Minnesota Center for Arts Education. The board has the authority to determine the location
for the center, to establish a charitable foundation, and to accept and invest gifts and bequests. The center
is located in Golden Valley on the former campus of Golden Valley Lutheran College. The board may
also develop and pilot test an academic curriculum which includes dance, literary arts, media arts, music,
theater, and visual arts. The board may provide room and board to students. If room and board is
provided, the board shall charge a reasonable fee.

Since the 1985-86 school year, the resource center has offered programs directed at improving arts
education in schools throughout the state. These programs include in-service workshops for teachers and
summer institutes for students in various regions of the state. A resource center advisory council advises
the board about the activities of the center.

Arts education is to be provided by the board to Minnesota students in the following areas:

interdisciplinary arts and education program for 300 students in 11™ and 12™ grade
magnet arts programs through at least one school district in each congressional district
intensive arts seminars for one or two weeks for ninth and tenth grade pupils

summer arts institutes for pupils in grades nine to 12

artist mentor programs at regional sites

teacher education programs

v v v v v v

(Minn. Stat. § 129C.10)

Table 50:
Minnesota Center for Arts Education
Total

Fiscal Year Appropriation
2013 $6,733,000
2012 6,733,000
2011 7,087,000
2010 7,087,000
2009 7,090,000
2008 6,929,000

House Research Department
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Residential Academies

In fiscal year 1999, $12 million was appropriated to fund capital and start-up costs for residential
academies. Two grants for residential academies were awarded. One grant was to Catholic Charities in
an amount of $5,840,810. The Catholic Charities facility was located in Faribault, Minnesota. The
second grant was to Synergy (located in Minneapolis) in an amount of $6,159,190.

Enrollment at a residential academy was voluntary and was available to students in grades four through
12 who were either performing below suitable performance levels or who experienced homelessness or an
unstable family environment. A parent, county worker, health care provider, school employee, or judicial
employee recommended a student for admission to a residential academy. Educational and social service
funding for a student attending the academy was deemed to follow the student from the student’s school
district or county of residence to the residential academy, as provided by law.

The two residential academies both affiliated with charter schools that provided educational services to
their residents. Harvest Preparatory Academy, a relatively large charter school serving about 325
students, provided educational services for residents of Synergy Academy. Synergy Academy closed in
2003 due to a lack of funding for noneducational costs. Since that time, the facility has been used for
early childhood educational services by Seed Academy, a preschool affiliated with Harvest Preparatory
Academy.

Covenant Academy Charter School provided educational services to residents of the Catholic Charities
facility, which was named Covenant Residential Academy. As of June 30, 2005, the Covenant
Residential Academy suspended residential services. The Covenant Academy Charter School has
renamed itself Discovery Public School of Faribault and is currently providing services to about 60
students from the Faribault area. The facility that housed Covenant Academy was sold in 2009 to
Shattuck-St. Mary’s School, and the net proceeds of the sale ($775,000) were returned to the state
treasury.

(Laws 1998, ch. 398, art. 5, § 46)

Minnesota State Academies for the Deaf and Blind

Minnesota operates two residential academies for deaf and blind students in Faribault. The academies are
both public schools and state institutions and annually serve more than 500 students through residential
programs, summer school, preschool programs, and outreach efforts. In fiscal year 2011, the Minnesota
State Academy for the Blind enrolled approximately 50 full-time pupils, and the Minnesota State
Academy for the Deaf enrolled approximately 138 full-time pupils.

The academies’ budgets are primarily funded through direct state appropriations. The resident school
district of a student attending the State Academies for the Deaf and the Blind counts the student for
general education revenue and passes that funding on to the state academies. The academies also receive
roughly the following in annual financial contribution from other sources: $250,000 in federal funding;
$150,000 from school district tuition payments; and $630,000 from school districts for instructional aides.
Resident school districts are responsible for the cost of transporting academy students to and from the
academies on weekends during the school year.
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Direct Appropriations for the Minnesota State
Academies for the Deaf and Blind

Fiscal Year Appropriation
2013 $11,603,000
2012 11,603,000
2011 11,912,000
2010 11,912,000
2009 11,915,000
2008 11,788,000
2007 10,966,000
2006 10,966,000

(Minn. Stat. §§ 125A.61-125A.72)

House Research Department
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Miscellaneous Funds for Education

Abatement Aid

Abatement adjustments occur when the tax capacity of any school district is lowered after the property
taxes for the year have been spread by the county auditor. If a school district is subject to an abatement
adjustment, the district receives an aid payment from the state for the major equalized programs. The aid
entitlement is computed as follows:

Abatement Aid _  net revenue loss as certified district’s total certified equalized levies

Entitlement by the county auditor X district’s total certified levy for that year

In essence, the purpose of the formula is to compensate school districts for the loss of tax base with
additional state aid payments for the portion of the district’s levy share attributable to equalized school
levies.

The district is allowed to make a levy for the remainder of the revenue loss and any interest owed on
abatements. A school district may levy for each year’s abatement loss over a three-year period.

(Minn. Stat. §§ 126C.46; 127A.49, subd. 2)

Table 52:
Abatement Aid and Levy
Fiscal Year Appropriation Levy
2013 $1,627,000 $8,321,000
2012 1,294,000 5,822,000
2011 1,132,000 5,214,000
2010 1,000,000 3,440,000
2009 1,629,000 4,894,000
2008 1,333,000 5,262,000

House Research Department

A district may levy for the portion of abatement aid owed but not paid by the state because of aid
proration.

Excess Tax Increment Payments

Tax increment districts capture the growth in tax capacity values for property within the tax increment
district. If the tax increment project generates excess tax increment, and if that excess is returned to a
school district, the district’s aid is reduced by the following subtraction:

Excess Tax
Increment =
Subtraction

the amount of the excess X district’s total certified equalized levies
tax increment payment district’s total certified levy for that year



https://www.revisor.mn.gov/statutes/?id=127A.49
https://www.revisor.mn.gov/statutes/?id=126C.46

House Research Department November 2011
Minnesota School Finance Page 87

The subtraction formula reduces excess tax increment aid by the percentage of a district’s levies that are
certified.

(Minn. Stat. § 127A.49, subd. 3)

Aid for Nonpublic School Students

Books, Materials, Tests, Health Services, Guidance, and Counseling. School districts are required to
provide nonpublic school pupils with textbooks, individualized instructional materials, and standardized
tests, all of which must be secular in nature and cannot be used for religious instruction or worship. In
addition, a district must provide the same health services to pupils of nonpublic schools as it provides to
public school pupils. Nonpublic secondary pupils must also be offered guidance and counseling services
by the public secondary schools. The state reimburses districts for their costs up to the amount of the
statewide average expenditure per pupil (determined as of February 1 of the preceding school year) times
the number of nonpublic school pupils served, with an inflation adjustment equal to the percent of
increase in the general education revenue program formula allowance (adjusted for the $415 roll-in) from
the second preceding school year. For fiscal year 2012, the reimbursement rates are set at 100 percent of
the statewide average expenditures per pupil unit, which are as follows: for textbooks, $81.40; for health
services, $58.29; and for guidance and counseling, $203.65.

(Minn. Stat. §§ 123B.40-123B.43)

Table 53:
Nonpublic School Student Aid
Fiscal Year Appropriation
2013 $16,198,000
2012 14,598,000
2011 16,157,000
2010 12,861,000
2009 16,608,000
2008 15,601,000

House Research Department

If the appropriation for nonpublic pupil aids is insufficient to cover school districts’ expenditures, the
districts may correspondingly reduce their expenditures for nonpublic school pupil aids.

Shared Time Programs. Nonpublic school pupils may be admitted by school districts to public school
programs for part of the school day. A district that admits nonpublic pupils receives general education aid
for these pupils in an amount proportional to the time the pupils spend in the public schools. The
appropriation for shared time programs is included in the basic appropriation for general education aid.

(Minn. Stat. §§ 126C.01, subds. 6-8; 126C.19)
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Table 54:
Shared Time Programs
Estimated Shared
Time Weighted
Fiscal Year Pupil Count Appropriation*
2013 776 $4,054,000
2012 771 3,989,000
2011 768 3,935,000
2010 737 3,776,000
2009 779 3,992,000
2008 781 3,962,000
* Appropriation included in general education appropriation.

House Research Department

Shared Time Special Education. School districts are required to provide special education programs for
children with disabilities. (See page 53 for description of program requirements.) These programs must
be made available to disabled nonpublic school pupils, and the district receives shared time general
education aid for these pupils.

(Minn. Stat. § 125A.18)

Transportation. School districts are also required to provide equal transportation for nonpublic school
pupils. This means that the district within which a nondisabled pupil resides must provide transportation
for the pupil to a nonpublic school within the district if he or she lives at least the same distance from the
nonpublic school as public school students in the district who are transported to school. Public schools
are also permitted to transport nonpublic school pupils to regular shared time programs and must transport
disabled nonpublic school pupils to and from the facility where special education is provided. Public
schools must also provide nonpublic school pupils with transportation within the district boundaries
between the nonpublic school and public school or neutral site* for the purpose of receiving health and
guidance and counseling services. State transportation aid is available for all of these transportation
services to nonpublic school pupils.

Prior to fiscal year 1998, the appropriation for the transportation of nonpublic school pupils was contained
in the transportation aid appropriation. For fiscal years 1998 and later, there is a line-item appropriation
for nonpublic pupil transportation.

Nonpublic pupil transportation aid equals the sum of:

(1) the product of the district’s actual expenditures in the second preceding year for all pupils
transported in the regular and excess categories, the number of nonpublic pupils receiving
those services in the current year, and the ratio of the formula allowance in the current year
(adjusted for the $415 roll-in) to the allowance for the second previous year; and

* Neutral site is defined by Minnesota Statutes, section 123B.41, subdivision 13, and means a public center, a
nonsectarian, nonpublic school, a mobile unit located off the nonpublic school premises, or any other location off
the nonpublic school premises that is neither physically nor educationally identified with the functions of the
nonpublic school.
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(2) the district’s actual expenditure for nonpublic, nonregular transportation in the second
preceding year times the ratio of the formula allowance in the current year to the allowance
for the second preceding year.

(Minn. Stat. §§ 123B.84-123B.87; 123B.92, subd. 9)

Table 55:
Nonpublic Pupil Transportation
Fiscal Year Appropriations
2013 $19,056,000
2012 17,178,000
2011 19,729,000
2010 17,297,000
2009 21,007,000
2008 20,755,000

House Research Department

Education for Limited English Proficient Students. The Education for Limited English Proficiency
(LEP) Students Act requires districts providing state-funded LEP programs to offer nonpublic school
pupils access to the same programs on the same terms as public school pupils. (See page 21 for additional
information on LEP programs.) In addition to counting nonpublic school pupils for purposes of LEP
funding, those pupils may also be counted by the district serving them for purposes of shared time general
education aid.

(Minn. Stat. §§ 124D.65, subd. 6; 124D.58-124D.64)

Nutrition Programs

School Lunch. The state pays aid to school districts for each school lunch served to a student. The state
aid amounts were increased beginning in fiscal year 2008, from 10.5 cents to 12 cents per student lunch
served, whether the meal is a fully paid, reduced price, or free student lunch. The state aid is in addition
to federal funds provided to districts for fully paid, reduced-price, and free lunches.

School Breakfast. The state pays aid to school districts that participate in the federal school breakfast
program. The state pays 5.5 cents for each fully paid breakfast served and 30 cents for each reduced-price
breakfast served. A school district may not charge a fee to students for free or reduced-price breakfast.

Kindergarten Milk. The state pays 14 cents for each half-pint of milk that is served to kindergarten
students outside of the breakfast or lunch programs.

Federal support for school nutrition programs is substantial. For fiscal year 2011 in Minnesota, this
support included $131.1 million for lunch programs, $22.6 million in commodity value (foodstuffs given
to schools), and $34.3 million for breakfast programs.

(Minn. Stat. §§ 124D.111-124D.119)
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Table 56:
School Lunch, Milk, and Breakfast Aid

Appropriations for
Appropriations for School Breakfast Aid
Fiscal Year School Lunch Aid and School Milk Kindergarten Milk
2013 $12,878,000 $4,875,000 $1,105,000
2012 12,626,000 4,759,000 1,084,000
2011 12,671,000 4,825,000 1,126,000
2010 12,307,000 4,652,000 1,104,000
2009 12,394,000 6,396,000 0*
2008 12,094,000 5,583,000 0*
*Included in school breakfast appropriation for these years.

House Research Department

Safe Schools Levy

The safe schools levy, formerly known as the crime levy, allows school districts to levy for costs
associated with student and staff safety issues. Eligible expenses include:

police liaison services;

drug abuse prevention programs (DARE);

gang resistance education training;

school security;

the other crime prevention and student and staff safety measures; and

counseling, social working, and chemical dependency services provided by licensed
professionals.

v v v v v W

For fiscal year 2009 and later, the safe schools levy equals $30 per pupil unit and a school district that is a
member of an intermediate school district may levy up to an additional $10 per pupil unit for safe schools
activities at intermediate school districts. For fiscal years 2010 and 2011, a school district was required to
reserve at least $3 per pupil of its revenue for school counselors and certain other support personnel. In
addition, by making the levy, for these years, the district was obligated to meet a maintenance of effort for
school counselors, school nurses, school social workers, and chemical dependency counselors as
measured either by total cost for these activities or by total FTE for these activities. This maintenance of
effort requirement was repealed for fiscal year 2012 and later.
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Table 57:
Safe Schools Levy
Allowance for
School District Member of Total Intermediate
Fiscal Safe Schools Intermediate Levy School District
Year Formula School Districts Revenue Restrictions Amount Levy Amounts
2013 $30 per pupil unit+  $10 per pupil None $29,422,000  $2,618,000
$10 per pupil unit unit
for school districts
that are members of
intermediate school
districts
2012 See above See above None 28,560,000 2,641,000
2011 See above See above A district that levies 28,371,000 2,638,000
for safe schools must
meet a maintenance of
effort level for school
counselors, school
nurses, school social
workers, and chemical
dependency program
staff
2010 See above See above See above 28,262,000 2,651,000
2009 $30 per pupil unit  $10 per pupil 26,262,000 2,671,000
unit
2008 $27 per pupil unit 24,148,000 2,651,000
2007 $27 per pupil unit 24,055,000
2006 $27 per pupil unit 24,196,000
2005 $27 per pupil unit 24,395,000
2004 $30 per pupil unit 27,615,000
2003 $11 per pupil unit 10,066,000
2002 $11 per pupil unit 9,985,000
2001 $1.50 per capita 6,590,000
2000 $1.50 per capita 6,256,000

(Minn. Stat. § 126C.44)

House Research Department
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Miscellaneous Levies
The following is a list of miscellaneous levies that have been statutorily authorized.

Liabilities of dissolved districts. A district that has had attached to it a portion of a dissolved district
may levy for any liabilities of the dissolved district.

(Minn. Stat. §§ 123A.67; 126C.43)

Transition expenses of a district created by consolidation. A consolidated district may levy for certain
reorganization operating debt levies, severance pay, and early retirement expenses.

(Minn. Stat. §§ 123A.73; 126C.43)
Judgments. A district may levy the amount necessary to pay judgments (from lawsuits).
(Minn. Stat. §§ 126C.43; 126C.47)

Reemployment (unemployment) insurance costs. A district may levy the amount necessary to pay the
district’s unemployment insurance costs.

(Minn. Stat. §§ 126C.43, subd. 2; 268.052, subd. 1; 268.085)

Swimming pool levy. In 2001, school districts were given authority to levy for swimming pool operating
costs, as long as the school district is located in a county that: borders Canada; has a population density
of less than ten persons per square mile; and includes portions of more than one school district.

These current eligibility restrictions limit the levy’s availability to just four school districts: International
Falls, Warroad, Lake of the Woods, and Roseau.

(Minn. Stat. § 126C.455)

Ice arena levy. A school district that operates and maintains an ice arena may levy for the net operational
costs of the ice arena.

(Minn. Stat. § 126C.45)

Tree Growth replacement revenue. Prior to 2001, certain forested properties were exempt from the ad
valorem property tax and instead made an annual payment to local governments based on the yield and
stumpage of the property. In 2002, this form of taxation was eliminated and the property was included in
the tax base used for calculating property taxes. Because the payments were revenue to school districts, a
special levy was created to replace the loss in tree growth revenue. Since that time, a school district may
levy for an amount equal to its miscellaneous revenue for tree growth revenue for taxes payable in 2001.

(Minn. Stat. § 126C.445)
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Table 58:
Miscellaneous Levy Amounts
Liabilities
of Consolidation Tree
Payable  Dissolved Transition Unemployment Swimming Ice Arena Growth
Year Districts Expenses Judgment Insurance Pool Levy Levy Levy
2012%* $0 $1,316,000 $377,000 $13,328,000 $551,000 $1,705,000  $632,000
2011 0 1,316,000 377,000 13,067,000 530,000 1,624,000 632,000
2010 0 1,381,000 683,000 8,683,000 569,000 1,448,000 632,000
2009 0 1,463,000 1,429,000 6,717,000 559,000 1,379,000 632,000
2008 0 1,226,000 837,000 8,589,000 558,000 944,000 632,000
2007 0 481,000 1,692,000 8,483,000 561,000 902,000 622,000
* Estimated

House Research Department
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Income Tax Deductions and Credits

Education Income Tax Credit

Minnesota enacted an education tax credit in the first special session of 1997, with the credit first
available in tax year 1998. Parents may claim the credit for all education-related expenses that qualify for
the dependent education expense deduction, except nonpublic school tuition. Thus, the credit is allowed
for transportation, tuition for academic summer school and summer camps, tutoring, and textbooks,
defined to include instructional materials and equipment, including up to $200 per family of computer
hardware and educational software. For tax years starting after December 31, 2001, the credit equals 75
percent (instead of 100 percent) of the amount of qualified education-related expenses.

The maximum credit is $1,000 per child, and for tax years starting after December 31, 2004, there is no
family cap (prior to 2004 the family cap was $2,000). The credit is refundable. Any amount that exceeds
tax liability is paid to the claimant as a refund. Claimants with incomes under $33,500 may claim the full
credit. The maximum credit is phased out for claimants with household income above $33,500 depending
on the number of children for whom the credit is claimed. The income measure used to determine
eligibility for the credit is a broad measure that includes nontaxable interest, Social Security, and public
welfare benefits; the same income measure is used under the property tax refund and the dependent care
credit.

Tax credits directly offset tax liability (taxes owed), unlike deductions, which reduce taxable income. In
the case of refundable credits, the benefit to the taxpayer exactly equals the amount of the credit claimed.
If a refundable credit exceeds a taxpayer’s income tax liability, the excess is refunded to the taxpayer.
This is accomplished by providing an open appropriation to the Commissioner of Revenue to pay refunds
allowed under the credit.

A refundable credit provides the same benefit to all claimants, regardless of income. As a result, all filers
who claim an education tax credit of $1,000 will receive a $1,000 benefit. For those with tax liability, the
benefit comes in the form of reduced taxes. Filers without tax liability receive a $1,000 refund check.
Taxpayers may not claim the deduction and credit for the same expenses. Parents who qualify for both
the deduction and credit will receive the greatest benefit by first claiming up to the maximum allowable
under the credit, and then claiming any remaining expenses under the deduction.

A qualifying taxpayer may assign all or a part of an anticipated income tax refund to a financial institution
or a tax-exempt organization. This authority was initially granted only for tax years 2002 and 2003 but
has now been made permanent.

(Minn. Stat. § 290.0674)

Education Income Tax Deductions

For state income tax purposes, taxpayers may deduct from federal taxable income the amounts they spend
for tuition, secular textbooks, tutoring, academic summer school and camps, up to $200 of the costs of a
computer or education-related software, and transportation of dependents attending public or nonpublic
elementary or secondary schools in Minnesota, North Dakota, South Dakota, lowa, or Wisconsin. The
maximum deductions are $1,625 per dependent in grades kindergarten through six, and $2,500 per
dependent in grades seven through 12.


https://www.revisor.mn.gov/statutes/?id=290.0674
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A deduction reduces the amount of income subject to tax; the benefit a taxpayer receives equals the
taxpayer’s marginal tax rate times the amount of the deduction. Most Minnesota taxpayers are in the 7.05
by $176.25 (.0705 x $2,500).

percent bracket, where a $2,500 deduction decreases state income taxes

The constitutionality of this tax deduction was upheld in 1983 by the U.
Mueller v. Allen. In a 5-4 decision affirming the lower courts’ decisions, the Supreme Court held that the
tuition tax deduction statute did not violate the establishment clause of the First Amendment.

(Minn. Stat. § 290.01, subd. 19b)

Table 59:
Estimated Cost to State in Foregone Tax Revenue
Tax Expenditure Tax Expenditure Amount
Fiscal Year Amount for Credit for Deduction
2013 $12,800,000 $14,800,000
2012 13,200,000 14,400,000
2011 13,400,000 14,100,000
2010 13,600,000 14,300,000
2009 13,600,000 18,600,000
2008 14,000,000 18,400,000
2007 15,400,000 15,800,000
2006 15,500,000 15,800,000
2005 17,400,000 13,800,000
2004 16,600,000 13,200,000
2003 17,400,000 17,500,000
2002 22,100,000 16,700,000
2001 24,000,000 18,300,000
2000 20,000,000 17,500,000
1999 21,400,000 13,400,000
1998 14,200,000 11,700,000
Source: Minnesota Department of Revenue tax expenditure estimates

For more detailed information about Minnesota’s K-12 education tax credit and deduction, see the House
Research Department publication, Income Tax Deductions and Credits for Public and Nonpublic

Education in Minnesota, September 2011.
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Tax Relief Aids and Aids in Lieu of Taxes

Property taxes have traditionally provided the revenue necessary to operate local governments and
provide services at the local (city, town, county, or school district) level. Prior to taxes payable in 2002,
nearly all tax proceeds remained at the local level. The reforms instituted by the 2001 Legislature created
a statewide property tax paid by commercial/industrial and cabin property owners. In addition to direct
state aids for specific programs, the state also provides general property tax relief for certain classes of
property through property tax aids, credits, and reimbursements.’ State aid payments are primarily from
revenue raised by income and sales and use taxes and are used to reduce the property taxes that would
otherwise be necessary to fund the specified levels of local services.

For school districts, a number of state aids are paid either to provide tax relief or to compensate for the
presence in the district of particular types of property—property that is not taxable or that is taxed in some
way by the state. The amounts of these tax relief aids and aids in lieu of taxes are deducted from local
levies so that districts receiving these aids do not have excessive funds available beyond the amount
provided by the general education aid formula.

The property tax aids and credits to school districts were significantly altered for fiscal year 2003 due to
the state taking over the general education revenue program. Two large credits that were applied to
school district levies, the education homestead credit and the education agricultural credit, have been
eliminated and replaced with two smaller credits called the homestead market value credit and the
agricultural market value credit, and beginning for taxes payable in 2012, the homestead market value
exemption replaces the homestead market value credit.

Homestead Market Value Property Exclusion

Beginning for taxes payable in 2012, a portion of the value of homestead property is excluded from the
property’s tax capacity (and as such, its value is not subject to taxation). The portion of the value that is
excluded equals 40 percent of the first $76,000 of estimated market value. This exclusion is reduced as
the property’s value increases above $76,000 and is fully eliminated once the property value exceeds
$413,800.

Homestead Market Value Credit

The homestead market value credit is a property tax credit first effective for taxes payable in 2002 and
provided through taxes payable in 2011. For later years, the state-paid credit is eliminated, and in its
place, a portion of the homestead’s value is excluded from tax capacity. Each property classified as
residential homestead or agricultural homestead receives the credit. The credit was computed as a
percentage of the homestead’s market value; in the case of an agricultural homestead, only the market
value of the house, garage, and surrounding one acre of land was used in the credit computation. The
formula for determining each property’s credit is 0.4 percent of the first $76,000 of a property’s market
value, minus .09 percent of the property’s market value over $76,000.

> A property tax aid is a state payment to a local unit of government to help pay for services. A property tax
credit is defined as a reduction in a taxpayer’s property tax payment, and the taxing jurisdiction receives payment
from the state to make up for the tax reduction. A property tax reimbursement is a payment in lieu of taxes from the
state to the local unit of government for a piece of property that would not normally generate property tax revenue.
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The maximum credit was $304, which is the amount that a property valued at $76,000 would receive. A
home valued at $50,000 would receive a credit of $200 (.4% x $50,000). A home valued at $100,000
would receive a credit of $280.60 ($304 - (.09% x $26,000)). Homes valued at $414,000 and above
receive no credit.

The credit was subtracted from each homeowner’s net tax capacity-based tax (which is determined by
multiplying the property’s net tax capacity by the local tax rate of each jurisdiction with taxing authority
over the property). The credit subtraction was distributed across taxing jurisdictions in proportion to each
jurisdiction’s share of the net tax capacity tax. The state made a payment to each taxing jurisdiction in the
state to compensate for the reduction in each taxpayer’s tax resulting from the credit in the calendar year
in which the taxes are paid.

(Minn. Stat. § 273.1384, subd. 1)

Table 60:
Homestead Credit
School Share of Homestead
Payable Year Market Value Credit
2012 $0
2011 60,794,000
2010 57,042,000
2009 53,815,000
2008 52,785,000
2007 56,909,000

House Research Department

Agricultural Market Value Credit

The agricultural market value credit is a property tax credit first effective for taxes payable in 2002. Each
property classified as agricultural homesteads will receive the credit. The credit is computed as a
percentage of the property’s market value; it excludes the market value of the house, garage, and
surrounding one acre of land. The formula is a sliding scale that reduces credit as a property’s market
value is higher. For taxes payable in 2003 and thereafter, the formula for determining each property’s
credit is 0.3 percent of the property’s market value, to a maximum of $345. The maximum credit of $345
is reached at a market value of $115,000. As the market value increases above $115,000, the credit is
reduced by .05 percent of the amount between $115,000 and $345,000 of value, until for properties in
excess of $345,000 the credit’s maximum is $230.

The credit is subtracted from each property’s net tax capacity tax (which is determined by multiplying the
property’s net tax capacity by the local tax rate of each jurisdiction with taxing authority over the
property). The credit subtraction is distributed across taxing jurisdictions in proportion to each
jurisdiction’s share of the net tax capacity tax. The state makes a payment to each taxing jurisdiction in
the state to compensate for the reduction in each taxpayer’s tax resulting from the credit in the calendar
year in which the taxes are paid.

(Minn. Stat. § 273.1384, subd. 2)
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Table 61:
Agricultural Credit
School Share of Agricultural
Payable Year Market Value Credit
2011 $5,345,000
2010 5,468,000
2009 5,624,000
2008 5,658,000
2007 5,752,000
2006 5,316,000
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Disparity Reduction Aid

Disparity reduction aid is designed to provide property tax relief to taxing areas that have relatively high
tax rates. Disparity aid is calculated on the basis of unique taxing areas (UTAs) based on taxes payable in
1988 property tax characteristics. Disparity reduction aid serves to reduce the total tax rate of UT As that
have relatively high tax rates.

Disparity reduction aid is equal to the previous year’s disparity reduction aid multiplied by the ratio of:

(1) the area’s tax capacity using class rates for taxes payable in the year for which aid is being
computed, to

(2) its tax capacity using the class rates for taxes payable in the prior year, both based upon
market values for taxes payable in the prior year.

Disparity reduction aid is calculated on the basis of unique taxing areas. The amount of disparity
reduction aid allocated to each local unit of government is in proportion to that unit of government’s gross
taxes payable to total gross taxes payable.

(Minn. Stat. § 273.1398, subd. 3)

Taconite Homestead Credit

Homeowners in a taconite property tax relief area have their property taxes reduced by the taconite
homestead credit. The taconite homestead credit is subtracted from each homestead taxpayer’s gross
property tax. For taxes payable in 2002 and later, the definition of “taconite tax relief area” was amended
to exclude a school district whose boundaries are more than 20 miles from a taconite mine or plant. This
new definition excludes the Aitkin, Crosby-Ironton, and Grand Rapids school districts from receiving
taconite property tax relief under this program. However, taxpayers in these districts continue to receive
the same amount of relief through a state-funded program called the “supplemental homestead credit.”
For homestead property located in a city or town that has a taconite facility, taconite power plant, or on
which more than 40 percent of its valuation in 1941 was iron ore, the taconite homestead credit is 66
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percent of the tax on the property, up to a maximum credit of $315.10. For homestead property located
outside such a city or town, but located within a school district that contains a taconite city or town, the
taconite homestead credit is 57 percent of the tax on the property, up to a maximum credit of $289.80.

For taxes payable in 2010, the taconite homestead credit reduced school, city, and county property taxes
by approximately $17,000,000.

(Minn. Stat. §§ 273.134; 273.135)

Taconite Revenue for School Districts

The taconite industry is generally exempt from local property taxes and, instead, is subject to a series of
taxes including production taxes, excise taxes, royalty taxes, and occupation taxes. The majority of
mining industry revenues are received through the taconite production tax. The proceeds of the taconite
production tax are required to be deposited into a variety of funds, and state statutes also contain formulas
to provide for the distribution of revenues received from the taconite production tax. The 15 school
districts in the taconite relief area received about $16.5 million in production year 2006 from the taconite
production tax.

The taconite production tax rate equals the tax rate for 2003 times the change in the implicit price deflator
since that time. The tax rate for production tax year 2006 is $2.203 per taxable ton. For the 2007
distribution of taconite production tax revenue for the 2006 production year, 42.1 cents of the 220.3-cent
taconite production tax is payable to school districts (not including the taconite homestead credit
payments).

The distribution for 2007 and later of the taconite production tax includes 4 cents per taxable ton for the
school taconite fund and the 15.6 cents per taxable ton for the regular school fund.

Most of the taconite production tax is used to reduce school district levies, but prior to 2009 changes, a

small portion of the production tax was offset against state aids. This offset was eliminated beginning in
fiscal year 2010.

For more information on the interrelationship between school districts and taconite revenue see the
Minnesota Mining Tax Guide, published annually by the Department of Revenue (online at
http://www.taxes.state.mn.us/special/mineral/pages/index.aspx).

(Minn. Stat. §§ 126C.48, subd. 8; 298.28, subd. 4; 477A.15)

Taconite Aid. The 2008 Legislature increased the taconite production tax by an additional 6 cents per
ton for distributions beginning in 2009. Four cents must be reserved for building maintenance and repairs
and is distributed to the school districts named in statute where the taconite facilities are located. The
remaining 2 cents per ton is distributed to all school districts located in the taconite relief area and may be
used for any purpose.

(Minn. Stat. § 298.28, subd. 4)

Taconite Referendum Fund. In 1981, the legislature acted to allow taconite revenue to be used to
equalize referendum levies in taconite districts. A taconite district receives an additional $175 per pupil
unit if the district has passed a referendum levy or had a referendum in place prior to the 2001 legislative
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session. Taconite referendum revenue essentially “equalizes” a qualifying school district’s referendum
levy. The lower the district’s tax base, the higher the amount of taconite referendum revenue. The
district receives additional taconite revenue according to the following formula:

Taconite
Referendum = [($175 x Pupil Units) — (1.8% x ANTC)] x the lesser of:
Revenue (1) one; or

(2) referendum levy certified in the previous year
1.8% x ANTC

For purposes of the above calculation, the number of pupil units in the district in 1983-84 is used if that
number is higher than the number of pupil units in the current year. A portion, $25 per pupil unit, must
be reserved for outcome-based learning programs that enhance the academic quality of the district’s
curriculum or for early childhood programs.

The money used to equalize referendum levies in taconite districts is limited to an amount equal to 21.3
cents per ton of taconite produced in the state times the increase in the implicit price deflator. If this
amount is insufficient, the entitlement of $175 per pupil unit is reduced so that the formula distributes no
more money than the amount available.

Table 62:
Estimated Taconite Revenue Used
to Equalize Referendum Levies

Fiscal Year Equalization Revenue
2013 $3,077,000
2012 2,975,000
2011 3,067,000
2010 3,324,000
2009 3,636,000
2008 3,982,000
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Taconite School Bond Payments. On seven different occasions since 1988, the legislature has
authorized through special law the partial repayment of some taconite school district building bonds
through additional taconite payments. Twelve of the 15 school districts eligible for taconite aid have
received assistance under these laws. In most of the cases, the local school district remains responsible
for 20 percent of the bond repayment amount and the remainder of the bond repayment is from taconite
revenue. The local percentage has ranged from O percent to 30 percent depending on the situation of the
taconite school district receiving the assistance. For the 2003 production year, the school bond payments
amounted to roughly $4.8 million. This method of payment has replaced the taconite debt service credit.

Taconite Debt Service Credit. Taconite companies that are subject to a direct tax for payment of school
district bond principal and interest were allowed a credit against the production tax. The amount of the
credit was limited to 4 cents per gross ton of taconite concentrate. This method is no longer being used to
help pay for school building projects, and as of the 2000 production year, no credits remain.

(Minn. Stat. § 298.24, subd. 3)
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Other Property Tax Aids, Credits, and Reimbursements

There are a variety of other property tax credits and reimbursements that are authorized by statute. These
property tax aids and credits include county conservation credit, disaster reduction credit, disparity
reduction credit, powerline credit, and agricultural preserves.

(Minn. Stat. §§ 273.119 (County Conservation Credit); 273.123 (Disasters); 273.1398, subd. 4 (Disparity Reduction
Credit); 273.42 (Powerline Credit); 473H.10 (Agricultural Preserves))

Table 63:
School District Share of Other Property Tax Credits
Taxes Payable 2010
Credit Amount of Credit
Disparity Reduction Credit $952,000
Power Line Credit* 80,000
Agricultural Preserves Credit 86,000
Bovine Credit 16,000
County Conservation Credit 33,000
Disaster Credit 25,000
Total of Other Credits $1,192,000
*For all taxing jurisdictions

House Research Department
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Teacher Retirement

Teachers, administrators, nurses, librarians, social workers, counselors, and other professional personnel
employed in Minnesota’s public schools, including charter schools, are provided retirement benefits
through three teacher retirement fund associations. The largest of the funds is the statewide Teachers
Retirement Association (TRA). The two smaller funds are separate retirement fund associations for
teachers employed by the St. Paul and Duluth school districts.

Prior to fiscal year 1987, the state paid all employer obligations to the teacher retirement funds and Social
Security. For fiscal years 1987 and 1988, a new state aid formula for teacher retirement was instituted
that required school districts to make employer contributions for amounts in excess of the state aid
payments. Since fiscal year 1989, school districts have been required to make all employer contributions
for teacher retirement and Social Security directly from their undesignated general fund revenue. No
separate categorical aid for teacher retirement exists. However, special state aid is paid from the state to
the St. Paul retirement fund and to the statewide retirement fund to reduce the unfunded liability in those
funds.

Minneapolis Teacher Retirement Fund

The 2006 Legislature abolished the Minneapolis teacher retirement fund and transferred its employees,
retirees, assets, and liabilities to the statewide teacher retirement fund effective July 1, 2006. The
Minneapolis school district continues to pay a higher employer contribution rate into the fund, but its
teacher employees are now covered and will receive their retiree benefits from the statewide teacher
retirement fund.

Employer Contributions

Prior to the 1987 changes, the employer’s share of retirement contributions on behalf of all TRA members
had been paid by the state since the establishment of the fund in 1915. Employer contributions for
teachers employed in first-class cities had been solely the state’s responsibility since 1975, although state
aid for first-class city teacher retirement costs began in 1968. The state had also paid employer
contributions to Social Security for all members of coordinated retirement plans; that is, those plans
which also provide Social Security benefits upon retirement.’

Employer contributions to the retirement funds are calculated as a percentage of each employee’s salary.
These rates are recommended by the Legislative Commission on Pensions and Retirement and are set in
statute. The following tables show the number of active members for whom employer contributions are
made as of July 1, 2010, the fund assets and liabilities as of July 1, 2010, and the employer and employee
contribution rates.

(Minn. Stat. §§ 354.42; 354.43; 355.01-355.08 (Statewide TRA); 354A.12 (Cities of the First Class))

® Coordinated plans include Social Security coverage; employer contributions to Social Security are required.
Basic plans do not include Social Security coverage and, therefore, require higher employer contribution rates to the
retirement fund. Since 1959, all new members of the statewide TRA have been required to be covered under the
coordinated plan. Minneapolis and St. Paul offered coordinated plans beginning in 1978. All active members of the
Duluth association are covered by a coordinated plan.
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Table 64:
Membership Counts, Fund Assets, and Liabilities
by Retirement Plan
July 1, 2010
July 1, 2010 Actuarial July 1, 2010
Fund Active Membership Assets Liabilities
Statewide TRA $17,323,000,000 $22,082,000,000
Coordinated Plan 77,315
Basic Plan* 41
St. Paul TRFA $1,001,000,000 $1,472,000,000
Coordinated Plan 3,749
Basic Plan 69
Duluth TRFA $255,000,000 $313,000,000
Coordinated Plan 1,054
Basic Plan 0

Note: As of June 30, 2006, the Minneapolis teacher retirement fund was combined into the statewide TRA fund.

* The “basic” active members in the statewide TRA plan are Minneapolis teachers formerly covered by the Minneapolis

TRFA plan.
Source: Legislative Commission on Pensions and Retirement, valuation reports
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Table 65:
Employee and Employer Contribution Rates
Employer Contribution Rates Employee Contribution Rates
2008, 2015 2008, 2015
2009, and 2009, and
Fund 2007 2010 2011 2012 2013 2014 later | 2007 2010 2011 2012 2013 2014 later

Statewide TRA

Coordinated 5.0 5.5 5.5 6.0 6.5 7.0 7.5 5.5 5.5 5.5 6.0 6.5 7.0 7.5
Member

Basic Member | 9.0 9.5 9.5 10.0 10.5 11.0 11.5 9.0 9.0 9.0 9.5 10.0 105 11.0

Minneapolis
School District*

Coordinated 864 914 914 9.64 10.14 1064 11.14
Basic 12.64 13.14 13.14 13.64 14.14 1464 15.14
St. Paul TRFA
Coordinated 814 814 814 839 864 889 9.14 5.5 5.5 5.5 5.75 6.0 625 6.5
Basic 11.64 11.64 11.64 11.89 12.14 1239 1264 | 8.0 8.0 8.0 825 850 875 9.0

Duluth TRFA

Coordinated 5.79 5.79 5.79 6.29 6.79 6.79 6.79 5.5 5.5 5.5 6.0 6.5 6.5 6.5
Plan

* Beginning June 30, 2006, Minneapolis teachers are members of the statewide Teacher Retirement Association (TRA) and pay the same
employee contribution rates as all other teachers in TRA.
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Changes in School District Retirement Fund Contribution Rates

The 1997 Legislature significantly modified employer contribution rates and state payments to first-class
city teacher retirement funds. Specifically:

» The additional contribution required of TRA employers was dropped from 3.64 percent of
payroll to 1.64 percent of payroll effective July 1, 1997. This savings in employer contribution
to the fund is recaptured by the state through a corresponding reduction in each TRA district’s
general education revenue (see page 28 for details).

» The remaining additional TRA employer contribution of 1.64 percent of payroll was eliminated
March 31, 1998. This savings in employer contribution is a direct savings to each TRA school
district and is not offset through a school district aid reduction.

» The state aid recaptured from school districts attributable to the drop in the additional employer
contribution from 3.64 percent to 1.64 percent of payroll is reallocated in payments to first-
class city teacher funds. The annual payments for fiscal years 1999 and later are $486,000 for
the Duluth fund, $2,827,000 for the St. Paul fund, and $12,954,000 for the Minneapolis school
district which is now paid into the statewide TRA fund.
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Social Security and Medicare

The employer’s Social Security contribution is determined by Congress. Beginning in 1991, the
maximum salary base subject to the Medicare rate is greater than the maximum salary base subject to the
Social Security contribution rate. Congress both establishes the rates of taxation and specifies the
maximum amount of an employee’s salary that is subject to the taxes. The following contribution rates
apply to all employers. The school districts’ Social Security contributions are made on behalf of
employees in coordinated plans.

Table 66:
Social Security and Medicare Employer Contribution Rates
Social Security Medicare Social Security Medicare
Calendar Contribution Contribution Maximum Maximum
Year Rate Rate Salary Salary
2011 6.2% 1.45% $106,800 Unlimited
2010 6.2 1.45 106,800 unlimited
2009 6.2 1.45 106,800 unlimited
2008 6.2 1.45 102,000 unlimited
2007 6.2 1.45 97,500 unlimited
2006 6.2 1.45 94,200 unlimited
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Postemployment Benefits

Many Minnesota school districts have offered a number of postemployment benefits to their employees.
These benefits are in addition to the employee pension benefits provided by the teacher retirement
systems and the Public Employee Retirement Association (PERA). The largest share of these benefits
consists of promises to pay certain health costs of retired employees. OPEB is an acronym that stands for
Other Postemployment Benefits, which are benefits that give rise to a liability under Statement No. 45 of
the Governmental Accounting Standards Board (GASB), and in Minnesota, generally refers to retiree
health benefits.

Other Postemployment Benefits (OPEB)

The 2008 Legislature passed a law that authorized municipalities, including school districts, to determine
their outstanding OPEB liability and then issue bonds, without voter approval, to fund a trust up to the
amount of the OPEB liability. School districts may then levy to repay these bonds as a part of the annual
levy needed to make bond payments (nearly all other school district bonds are for capital purposes).
Since school districts are limited in their levy authority, without this law, school districts could neither
sell the bonds without voter approval nor make an annual levy to pay for the OPEB costs. Specifically,
the 2008 law:

» created the authority for municipalities to determine their OPEB liability and establish either an
irrevocable or a revocable trust to pay the postemployment benefits (see Minn. Stat. §
471.6175);

» authorized municipalities to bond for actuarial liabilities to pay postemployment benefits to
employees after their termination of service (Minn. Stat. § 475.52, subd. 6); and

» exempted the OPEB bond sales from voter approval (Minn. Stat. § 475.58, subd. 1).

The 2009 Legislature narrowed municipalities’ OPEB authority. The 2009 changes kept the ability for
municipalities to create trusts, but eliminated the ability to sell bonds for this purpose for municipalities
other than school districts. For school districts, beginning October 1, 2009, bonding for OPEB liabilities
may occur only after the school district has received voter approval.

(Minn. Stat. §§ 471.6175; 475.51, subd. 4; 475.52, subds. 1 and 6; 475.58, subd. 1)

Retired Employee Health Benefits Levy

Another part of the 2009 legislative changes was to expand the retired employee health benefits levy.
Prior to the 2008 legislative session, a school district could levy for up to $600,000 per year for the retired
employee health insurance costs required by a collective bargaining agreement in place prior to March 30,
1992. This was for those employees who had retired prior to July 1, 1992.

The 2008 Legislature kept the $600,000 district cap, but allowed a district to include in its levy the costs
for those employees who had retired between July 1, 1992, and July 1, 1998, so long as the provisions in
their collective bargaining agreements that had given rise to the employee obligation had been sunset.

The 2009 Legislature expanded the retired employee health benefits levy as a part of the package of
changes to the OPEB statutes. The 2009 changes allow a school district, upon school board approval, to
levy for OPEB costs that are actually incurred in the previous year as long as the district’s contract has
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sunset the provisions that gave rise to the OPEB obligations. The statewide total amount of this levy is
capped at $9.242 million for taxes payable in 2010, $29.863 million for taxes payable in 2011, and
increases by $14 million for each year thereafter. The statewide cap was designed to keep the total
amount of levy authority for both this levy and the OPEB bonding levy at the same amount as was
estimated prior to the legislative changes.

(Minn. Stat. § 126C.41, subd. 2)

Added retirement. The Minneapolis and St. Paul school districts may levy for certain costs associated
with higher required employer contribution rates to their respective teacher retirement funds and for
additional required contributions to the funds for nonteaching employees.

(Minn. Stat. § 126C.41, subd. 3)

Health insurance costs for retired teachers, Minneapolis. The Minneapolis school district may levy
0.1 percent of ANTC for purposes of subsidizing health insurance costs for certain retired teachers.

(Minn. Stat. § 126C.41, subd. 4)

Severance pay obligations, St. Paul. The St. Paul school district may levy up to 0.34 percent of ANTC
for payment of certain severance pay obligations.

(Minn. Stat. § 126C.41, subd. 5)

Table 67:
Postemployment Benefit Levies
Retired
OPEB Employee
Payable Bonded Debt OPEB Annual Health Added Minneapolis St. Paul
Year Levy Levy Benefits Levy Retirement Health Severance
2012* $60,133,000 $20,279,000 $3,262,000 $12,495,000 $405,000 $859,000
2011 59,845,000 19,517,000 3,262,000 12,045,000 468,000 919,000
2010 57,218,000 9,153,000 2,772,000 11,965,000 452,000 1,004,000
2009 26,969,000 NA 3,353,000 11,601,000 465,000 1,031,000
2008 NA NA 3,054,000 11,353,000 453,000 1,009,000
2007 NA NA 3,167,000 11,176,000 430,000 951,000
*Estimated
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School District Accounting

Two aspects of school district accounting are of major significance to the legislature: the accounting
system that school districts are required to use, because it provides an important view of school districts’
financial status; and the accounting methods that the legislature uses to pay or meter revenue to school
districts, because it provides a way to carefully manage the state’s payment of funds to the local school
districts.

School District Accounting System

Uniform Financial Accounting and Reporting Standards. The legislature requires school districts to
adopt and use a uniform system of records and accounting for public schools. The adopted system, a
modified accrual accounting system, is known as Uniform Financial Accounting and Reporting Standards
(UFARS). UFARS is important because it provides a uniform basis for comparing and evaluating school
district revenue and expenditures. Under UFARS, every district must maintain the following funds.

Table 68:
School Funds
Fund Number Operating Funds Common Purposes
01 General Money used to pay general
operating costs, such as teacher
salaries, administrative costs, and
to purchase textbooks and
equipment
02 Food Service Money for nutrition programs—
primarily school lunch and
breakfast
04 Community Service Money for community education
programs
Fund Number Nonoperating Funds Common Purposes
06 Building Construction Proceeds of bond sales used to pay
contractors for building projects
07 Debt Redemption Money necessary to repay bond
holders
47 Postemployment Benefits Money from levy proceeds to
Debt Service Fund repay OPEB bonds
Fund Number Fiduciary Funds Common Purposes
08 Trust Money held in trust for others
09 Agency Money held as an agent for others
45 Postemployment Benefits Money held in an irrevocable trust
Irrevocable Trust Fund for postemployment benefits
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(Minn. Stat. §§ 123B.75-123B.83)

The UFARS statute (Minn. Stat. § 123B.79) generally prohibits a district from permanently transferring
money from an operating fund to a nonoperating fund, although a procedure is set forth in statute for the
Commissioner of Education to approve transfers in exceptional circumstances. Also, the creation by the
1995 Legislature of operating capital revenue accounts in the general fund means that districts can spend
any undesignated or unreserved general fund money for capital equipment and facilities purposes.
Additionally, almost every year the legislature approves specific fund transfers for individual school
districts.

In contrast to the usual limitations on fund transfers, the 1991 Legislature authorized two types of fund
transfers:

» Reorganization Fund Transfers: A school district that has reorganized may make permanent
transfers between any of the funds in the newly created or enlarged district, with the exception
of the debt redemption fund. These fund transfers may be made only during the fiscal year
following the effective date of the district’s reorganization.

» Nonoperating Fund Transfer: On June 30, 1992, a school district could transfer money from
its capital expenditure fund and from its debt redemption fund (to the extent the funds are not
needed to make debt service payments) to the transportation fund, capital fund, or debt
redemption fund.

The UFARS statute also prescribes the fiscal years when revenues and expenditures are to be recognized
on district books. The legislature uses these recognition provisions to distribute state aid payments to
school districts and to balance the state budget. The revenue recognition procedures established by the
legislature determine a district’s operating debt and expenditure limitations.

Statutory Operating Debt. Operating debt is defined as the net negative unappropriated fund balance on
June 30 of any year in all of the school district’s operating funds. Districts for which the operating debt is
greater than 2.5 percent of the expenditures in operating funds in the most recent fiscal year are
considered to be in statutory operating debt.

Statutory Operating Debt Levies. A series of levies were approved in 1977, 1983, 1985, and 1992 that
allowed districts to pay off past statutory operating debt amounts. The authority under each of these
levies has now expired.

Expenditure Limitations. Beginning in fiscal year 1978, a school district in statutory operating debt
must limit its expenditures in each fiscal year such that its statutory operating debt is not greater than it
was on June 30, 1977, increased by 2.5 percent of the district’s operating expenditures for the fiscal year
at hand. School districts not in statutory operating debt must limit expenditures so that they do not incur a
statutory operating debt. If a district exceeds these expenditure limitations, it must submit a special
operating plan to reduce its deficit expenditures to the Commissioner of Education for approval. If the
plan is disapproved, the district receives no state aid until a plan is approved.

(Minn. Stat. § 123B.83)

Temporary Waiver of Fund Transfer Limits. For fiscal years 2012 and 2013 only, a school district
may transfer money from any account or fund (except the community service and food service fund) to
any other account or fund as long as that transfer does not affect the school district’s state aid or local

levy.
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State Accounting Measures

Aid Payment Percentage. The state aid share of school district revenue that is promised to the school
district through Minnesota’s school finance formulas is called the “aid entitlement.” The amount paid to
school districts by the state during each fiscal year is called the “appropriation.” Since school districts use
the accrual method of accounting, the full amount of the aid entitlement owed to the district for a fiscal
year is booked as revenue for that year, regardless of when the state aid is actually received. The state, on
the other hand, uses a cash-based system of accounting. As a result, the “cost” to the state is only the
actual appropriation for a particular school year, not the aid entitlement.

Minnesota statutorily sets the portion of state aid that is paid to a school district for a specific fiscal year.
This percentage is sometimes called the “aid payment percentage.” In a year in which the aid payment
percentage is lowered, the state “saves” money through an accounting shift because the appropriation is
smaller than the aid entitlement. For this reason, the shift tends to be used in years when desired state
revenues are below desired program funding levels. For fiscal year 2009, the current year aid payment
percentage was set equal to 90 percent. The remaining portion, often referred to as the “cleanup
payment,” is paid during the subsequent fiscal year. This means that the state paid school districts 90
percent of their current year aid entitlement and 10 percent of the previous year’s aid entitlement in that
year. As table 69 shows, the aid payment percentage has declined to 73 percent for fiscal year 2010, 70
percent for fiscal year 2011, and 60 percent for fiscal year 2012 and later. The following table shows the
aid payment percentages for a number of years.

Table 69:
Aid Payment Percentage
Current Year Aid Previous Year Aid Appropriation
Fiscal Year of Payment Payment Cost
Entitlement Percentage Percentage to State

2013 and later 60% 40% 100%
2012 60.0 30.0 90.0
2011 70.0 27.0 97.0
2010 73.0 10.0 83.0
2009 90.0 10.0 100.0
2008 90.0 10.0 100.0
2007 90.0 10.0 100.0
2006 90.0 15.7 105.7
2005 84.3 20.0 104.3
2004 80.0 17.0 97.0
2003 83.0 10.0 93.0
2002 90.0 10.0 100.0
2001 90.0 10.0 100.0
2000 90.0 10.0 100.0
1999 90.0 10.0 100.0
1998 90.0 15.0 105.0
1997 85.0 15.0 100.0
1983 - 1996 85.0 15.0 100.0
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The following example shows how the aid payment percentage shift defers a portion of any state aid
entitlement increase into the next fiscal year.

Table 70:
Example of Appropriation Payments
State Fiscal Year

Appropriation 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013
(a) Aid $2,500 $2,500 $3,000 $3,500 $3,700 $3,800 $3,800 $3,800 $4,000 $4,200

entitlement
(b) Percent 17% 20% 15.7% 10% 10% 10% 10% 27% 30% 40%

share owed

for

previous

fiscal year

(c) Share still $340  $500  $393 $300  $350  $370  $380 $1,026 $1,140 $1,680
owed for
previous
fiscal year

(d) Percent 80% 84.3% 90% 90% 90% 90% 73% 70% 60% 60%

share owed
for current
fiscal year

(e) Share of $2,000 $2,108 $2,700 $3,150 $3,330 $3,420 $2,774 $2,660 $2,400 $2,520
entitlement
paid during
the current
fiscal year

Appropriation $2,340 $2,608 $3,093 $3,450 $3,680 $3,790 $3,154 $3,686 $3,540 $4,200

for the
current
fiscal year

(c)+(e)
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Property Tax Shift and Levy Recognition. The property tax early recognition shift alters the way
school property taxes are recognized for state accounting purposes. Because the state uses a cash system
of accounting when paying school districts, and school districts use an accrual system of accounting when
receiving state aids, a change in the recognition of the property taxes that are paid to school districts by
the county treasurer in June of each year allows the state to delay a certain portion of state aid payments
to school districts until after July 1. This procedure allows the state to balance its books in a current fiscal
year by postponing an aid payment to a school district until the following fiscal year, through fiscal year
2009. The 2010 Legislature statutorily reimposed the property tax recognition shift beginning in fiscal
year 2010.

The property tax shift was first enacted in 1982. The property tax recognition shift percentage was
increased and decreased a number of times until 1998, when it was eliminated. The 2003 Legislature
reinstated the property tax recognition shift for fiscal years 2004 and 2005 and beginning in fiscal year
2006, the property tax recognition shift was again eliminated through fiscal year 2009. The 2010
Legislature statutorily implemented the property tax recognition shift beginning in fiscal year 2010.
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Prior to the creation of the property tax recognition shift, the full amount of the first-half property tax
payment, received by school districts in late May and early June, was revenue attributable to the
following fiscal year (which begins July 1). As a result of the shift, the state delays paying a portion of
the aid payments to school districts, and instead, requires the school districts to “borrow” or recognize
carly, the statutorily specified portion of the June property tax payment instead of receiving the state aid
payments. The shift is a one-time savings to the state, unless the shift percentage is increased or the total
amount of net school levy increases. The net effect for most school districts is that the state aid payments
promised for the late spring (primarily April, May, and June) are delayed until the following fiscal year,
and the district instead relies on the May and June property tax payments from the county to meet its
financial obligations during the late spring. Because of the property tax recognition shift, many school
districts engage in short-term borrowing in order to meet their cash flow needs during the late spring.
Since the shift was instituted in fiscal year 1983, the shift percentage has fluctuated greatly.

The property tax recognition shift percentage was set at 48.6 percent for fiscal years 2004 and 2005 and
was eliminated for fiscal year 2006 through 2010. For fiscal year 2011 and later, Gov. Tim Pawlenty
proposed an unallotment of state aid designed to mimic the property tax recognition shift at 49.1 percent.
This action never took effect because the 2010 Legislature statutorily implemented the property tax
recognition shift at 48.6 percent.

Table 71 shows the amount of the shift percentage for each of the years since its inception and the
relationship among the years for the assessment valuation and the certification, collection, and use of
levies.

Table 71:
Relationship Among the Years
December Calendar Year
Assessment  When Levy is When Levy is Fiscal School Year When Levy is Used
Year Certified Collected Year (Percent Shifted is in bold)
1980 1981 1982 FY 1983 = 1982-83 school year
1981 1982 1983 FY 1983 = 1982-83 school year: 32% of levy
FY 1984 = 1983-84 school year: 68% of levy
1982 1983 1984 FY 1984 = 1983-84 school year: 32% of levy
FY 1985 = 1984-85 school year: 68% of levy
1983 1984 1985 FY 1985 = 1984-85 school year: 24% of levy
FY 1986 = 1985-86 school year: 76% of levy
1984 1985 1986 FY 1986 = 1985-86 school year: 24% of levy
FY 1987 = 1986-87 school year: 76% of levy
1985 1986 1987 FY 1987 = 1986-87 school year: 24% of levy
FY 1988 = 1987-88 school year: 76% of levy
1986 1987 1988 FY 1988 = 1987-88 school year: 27% of levy
FY 1989 = 1988-89 school year: 73% of levy
1987 1988 1989 FY 1989 = 1988-89 school year: 27% of levy
FY 1990 = 1989-90 school year: 73% of levy
1988 1989 1990 FY 1990 = 1989-90 school year: 31% of levy
FY 1991 = 1990-91 school year: 69% of levy
1989 1990 1991 FY 1991 = 1990-91 school year: 31% of levy
FY 1992 = 1991-92 school year: 69% of levy
1990 1991 1992 FY 1992 = 1991-92 school year: 37% of levy
FY 1993 = 1992-93 school year: 63% of levy
1991 1992 1993 FY 1993 = 1992-93 school year: 50% of levy
FY 1994 = 1993-94 school year: 50% of levy
1992 1993 1994 FY 1994 = 1993-94 school year: 37.4% of levy

FY 1995 = 1994-95 school year: 63.6% of levy
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December Calendar Year
Assessment  When Levy is When Levy is Fiscal School Year When Levy is Used
Year Certified Collected Year (Percent Shifted is in bold)
1993 1994 1995 FY 1995 1994-95 school year: 37.4% of levy
FY 1996 1995-96 school year: 81% of levy
1994 1995 1996 FY 1996 1995-96 school year: 19% of levy
FY 1997 1996-97 school year: 93% of levy
1995 1996 1997 FY 1997 1996-97 school year: 7% of levy
FY 1998 1997-98 school year: 93% of levy
1996 1997 1998 FY 1998 1997-98 school year: 7% of levy
FY 1999 1998-99 school year: 100% of levy
1997 1998 1999 FY 1999 1998-99 school year: 0% of levy
FY 2000 1999-00 school year: 100% of levy
1998 1999 2000 FY 2000 1999-00 school year: 0% of levy
FY 2001 2000-01 school year: 100% of levy
1999 2000 2001 FY 2001 2000-01 school year: 0% of levy
FY 2002 2001-02 school year: 100% of levy
2000 2001 2002 FY 2002 2001-02 school year: 0% of levy
FY 2003 2002-03 school year: 100% of levy
2001 2002 2003 FY 2003 2002-03 school year: 0% of levy
FY 2004 2003-04 school year: 100% of levy
2002 2003 2004 FY 2004 2003-04 school year: 47% of levy
FY 2005 2004-05 school year: 53% of levy
2003 2004 2005 FY 2005 2004-05 school year: 48.6% of levy
FY 2006 2005-06 school year: 51.4% of levy
2004 2005 2006 FY 2006 2005-06 school year: 0% of levy
FY 2007 2006-07 school year: 100% of levy
2005 2006 2007 FY 2007 2006-07 school year: 0% of levy
FY 2008 2007-08 school year: 100% of levy
2006 2007 2008 FY 2008 2007-08 school year: 0% of levy
FY 2009 2008-09 school year: 100% of levy
2007 2008 2009 FY 2009 2008-09 school year: 0% of levy
FY 2010 2009-10 school year: 100% of levy
2008 2009 2010 FY2010 2009-10 school year: 48.6% of levy
FY2011 2010-11 school year: 51.4% of levy
2009 2010 2011 FY2011 2010-11 school year: 48.6% of levy
FY2012 2011-12 school year: 51.4% of levy
2010 2011 2012 FY2012 2011-12 school year: 48.6% of levy
FY2013 2012-13 school year: 51.4% of levy

Metered Payments. State aid payments are metered to school districts on the basis of a statutory
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schedule. School districts receive bimonthly state aid payments from the Department of Education. The

metering schedule is an accounting tool designed to help the state avoid short-term borrowing by

providing school districts’ state aid payments on a schedule that is supposed to reflect the average school
district’s cash flow needs. The same cumulative percentage is used for each district regardless of that
district’s particular cash flow needs. Each school district is guaranteed the cumulative percentage of its

revenue.

(Minn. Stat. § 127A.45)

School districts receive state aid payments and property tax payments as shown in the following table
(school district fiscal years are the same as state fiscal years and run from July 1 to June 30).


https://www.revisor.mn.gov/statutes/?id=127A.45
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Table 72:
Metered Payments
Payment Cumulative Aid
Date Percentage Comments

July 15 5.5%

July 30 8.0

August 15 17.5

August 30 20.0

September 15 22.5

September 30 25.0

October 15 27.0

October 30 30.0 District receives second half of property tax receipts from

county treasurer in October and early November with a small
cleanup payment in December

November 15 325

November 30 36.5

December 15 42.0

December 30 45.0

January 15 50.0

January 30 54.0

February 15 58.0

February 28 63.0

March 15 68.0

March 30 74.0

April 15 78.0

April 30 85.0

May 15 90.0

May 30 95.0 Districts receive first half of property tax receipts in late May

and early June with a small cleanup payment in July

June 20 100.0%
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For fiscal years 2012 and later, the metered payments distribute 60 percent of the aid entitlement to the
school districts during the current fiscal year. In the following fiscal year, the remaining 40 percent is
paid to school districts. These payments are often referred to as the “cleanup” payments.
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There are four cleanup payments for a school district:

August 15: for the final adjustment for state paid property tax credits

August 30: 30 percent of the remaining aid payments for the previous fiscal year (for the
fiscal year 2012 aid entitlement, this amounts to 12 percent of the aid entitlement)
September 30: 40 percent of the remaining aid payments for the previous fiscal year (for the
fiscal year 2012 aid entitlement, this amounts to 16 percent of the aid entitlement)

October 30: 30 percent of the remaining aid payments for the previous fiscal year (for the
fiscal year 2012 aid entitlement, this amounts to 12 percent of the aid entitlement)

Charter School Metered Payments. In an effort to speed up cash flow to charter schools, the legislature
has modified the aid payment and metering schedule for charter schools in three ways:

(1

2)

3)

In any year where the aid payment percentage is less than 90, the full amount of the current
year payment to charter schools must be paid in the July through February payments (this
gives charter schools the current year payments earlier, but means charter schools won’t
receive any state aid payments during March, April, May, and June).

The cleanup payment for charter schools is also accelerated. Seventy-five percent of the
cleanup payment is made on July 15, and the remainder (25 percent) is paid on October 30.

A charter school where at least 90 percent of the students are eligible for special education
services has its special education payments made on a 90/10 basis regardless of the general
statutory aid payment percentage.

For more information about education financing, visit the education area of our website,
www.house.mn/hrd/hrd.htm.
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