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MINNESOTA 

 
 
Description of the Formula  
 
General education foundation program based on weighted pupils in average daily membership 
(ADM).  Part-time kindergarten pupils are weighted at 0.55, full-time kindergarten pupils are 
weighted at 1.0, pupils in grades 1-6 at 1.0, and secondary pupils (grades 7-12) at 1.2.  A 
district’s general education revenue equals the sum of its basic, declining enrollment, 
compensatory, English learner, extended time, sparsity, transportation sparsity, operating capital, 
gifted & talented, equity, location equity, and transition revenues.  Basic revenue equals $6,188 
times weighted ADM.  
 
School districts are required to levy for a portion of general education revenue.  The basic 
general education levy (“student achievement levy”) serves as the local portion of the basic, 
declining enrollment, compensatory, EL, extended time, sparsity and transportation sparsity 
revenues.  Separate levies are made for a portion of  operating capital, transition, and  local 
optional revenues.  If a district levies less than the maximum amount for these categories, the 
corresponding state aid is reduced proportionately.  
 
 
District-Based Components 
 
Density/Sparsity of Small Schools  
Districts with secondary schools having fewer than 400 pupils in grades 7-12, or elementary 
schools having fewer than 140 pupils in kindergarten through grade 6, located in isolated areas 
receive sparsity revenue in the general education formula.  The amount of revenue for secondary 
pupils varies as a function of the number of pupils, the distance to the nearest high school, and 
the attendance area.  The amount of revenue for elementary pupils varies as a function of the 
number of pupils enrolled in schools located 19 or more miles from the nearest elementary 
school. 
 
Grade Level Differences  
Pupil weighting factors used in general education program: 
 

Kindergarten (Part Time) 0.55 
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Kindergarten (Full Time) 1.0 
Grades 1-6 1.0 
Grades 7-12 1.2 

 
Declining Enrollment or Growth  
Districts with declining weighted ADM compared with the prior fiscal year receive declining 
enrollment revenue equal to 28 percent times the basic formula allowance of $6,188  times the 
decline in weighted ADM.   
 
Capital Outlay and/or Debt Service  
The capital outlay revenue program include four major components not requiring voter approval: 
operating capital revenue, health and safety revenue, alternative facilities revenue and lease 
levies.  Operating capital revenue, which is part of the general education revenue program, 
equals $79 plus $109 times a facilities age index equal to 1 plus the lesser of 50 or the district’s 
average school building age per weighted ADM, and is funded with an equalized levy.  Long 
term facilities maintenance revenue, funded with an equalized levy, equals the sum of the 
product of $292 times weighted ADM times the lesser of 1 or the ratio of the district’s average 
facility age to 35 years, plus the cost of approved indoor air quality, fire safety and asbestos 
projects exceeding $100,000 per site.  Districts may issue bonds without voter approval for long-
term facilities maintenance projects and use the revenue for the debt service, or use the revenue 
on a pay as you go basis.  Additionally, a district may also levy for the approved cost of renting 
or leasing facilities, not to exceed $212 per pupil unit.  Charter schools receive building lease aid 
equal to the lesser of $1,314 per weighted ADM or 90% of approved building lease costs. 
 
Two programs require voter approval:  issuance of general obligation bonds, which are repaid 
with an annual debt service levy, and capital project referendum levies.  For debt service, a 
district may levy an amount equal to 105% of the amount needed to make principal and interest 
payments on general obligation bonds.  The levy is equalized by the state using a two-tiered 
equalization formula.  Additionally, a district may levy the local tax rate approved in a capital 
project referendum for facilities and equipment purposes.  No state equalization is provided for 
this levy. 
 
Further, a district may levy without voter approval 105% of the amount needed to make principal 
and interest payments on certificates of indebtedness or capital notes issued for certain facilities 
projects or the purchase of specified capital equipment.  The amount levied under this program is 
subtracted from the general fund levy of the district. 
 
Finally, a limited loan program, requiring specific legislative approval for individual projects, 
exists to assist districts with unusually high debt service effort. 
 
Transportation  
Funding for regular to and from school transportation for public school students is included in 
the general education revenue program.  Of the basic general education formula, 4.66% ($288 
per weighted ADM) is attributable to pupil transportation.  This is intended to cover the average 
cost of transportation for districts located in the Twin Cities metropolitan area.  The 
transportation sparsity formula funds the added cost of pupil transportation in more sparsely 
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populated school districts, and is based on analysis of the relationship between per pupil cost and 
population density.  A categorical nonpublic pupil transportation aid formula provides funding to 
school districts for transporting nonpublic school pupils, based on the district’s per pupil cost for 
all regular to and from school transportation. 
 
To and from school transportation, and transportation between buildings during the day for 
pupils with a disability who require special transportation is funded through the special education 
aid formula.  The added costs of transportation for desegregation purposes is funded through the 
integration revenue formula. 
 
Charter Schools 
Charter schools are independent local education agencies and funding for charter schools is 
similar to funding for school districts.  However, do not have authority to make property tax 
levies and receive building lease aid to cover major facilities costs. 
 
 
Expenditure Based Components 
 
Special Education Aid: 
Special Education aid includes initial special education aid, excess cost aid, and a tuition 
adjustment.  There is also a minimum aid (hold harmless based on what the district’s aid would 
have been under the old formula for FY 2016, adjusted for inflation and enrollment change), and 
a maximum aid, limiting the increase a district can receive over what it would have received under 
the old formula for FY 16 adjusted for inflation and enrollment change.  
 
 
A district’s initial special education aid, calculated using prior year data, equals the sum of 100% 
of the district’s special transportation expenditures plus the least of: 

1) 62% of the district’s “old formula” special education expenditures (excludes 
fringe benefits); 

2) 50 percent of the district’s “nonfederal” special education expenditures (includes 
fringe benefits); or  

3) 56% of the amount generated by a pupil-driven formula which includes a rate per 
ADM for high incidence disabilities and three rates per special education child 
count for lower incidence, higher cost primary disability areas. 

 
The link to Minnesota’s special education formula is:  
https://www.revisor.leg.state.mn.us/statutes/?id=125A.76 
 
Special Education Excess Cost Aid: 
A district’s special education excess cost aid cost aid equals the greater of: 
1)  62% of the difference between the district's unreimbursed “old formula” special education 

cost for the prior fiscal year and 2.6% of the district's general education revenue; or  
2) 56% of the difference between the district's unreimbursed “nonfederal” special education 

cost for the prior fiscal year and 7% of the district's general education revenue. The link to 
Minnesota’s special education excess cost formula is: 
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https://www.revisor.leg.state.mn.us/statutes/?id=125A.79 
 
Tuition and Other Adjustments 
Minnesota law makes the resident district responsible for the unfunded cost of students served 
outside the district of residence.  For students placed by the resident district in a cooperative or 
another school district, the aid paid to the servicing district or coop is increased by the amount of 
the unfunded cost, and the aid paid to the resident district is reduced by this amount.   
 
Finally, the sum of the initial aid, excess cost aid and tuition adjustment is adjusted for the hold 
harmless guarantee and the maximum aid limit. 
 
Low Income / At-Risk  
Low Income / At-Risk revenue is included in the general education revenue program.  Funding is 
based on building-level concentration of students eligible for free and reduced priced lunches as 
of October 1 of the previous fiscal year.  Students eligible for reduced price lunches are weighted 
at 0.5 and students eligible for free lunches are weighted at 1.0.  If the adjusted free & reduced 
price lunch count is at least 80% of the building’s enrollment, the compensatory revenue equals 
$3,209 times the adjusted free & reduced price lunch count.  The rate per adjusted count 
decreases proportionately as the concentration of eligible students decreases (e.g., ½ of this 
amount for a school with an adjusted eligible count equal to 40% of building enrollment). 
 
Pupil Weights for Low Income / At-Risk  
 

Definition of Category  Weight   
Free & Reduced Price 
Lunch   

Variable weighting 0.0 to 0.6, depending on concentration of 
free & reduced lunch-eligible pupils in the building. Applies 
only to compensatory revenue calculation 

 
English Language Learner/Bilingual Education  
Revenue for English learner programs is included in the general education revenue program.  
Students who have generated 7 or more ADM in Minnesota public schools before the start of the 
current school year are not eligible to be counted for EL revenue calculations.  For districts with 
at least one but fewer than 20 eligible EL students, funding is based on 20 students.  Basic EL 
revenue equals $704 times the eligible EL average daily membership served.  Districts where the 
concentration of EL students is 11.5% or greater receive an additional $250 per eligible EL 
student.  In districts where the concentration is lower, the concentration allowance is reduced 
proportionately (e.g., $125 in a district with a 5.75% concentration). 
 
Gifted and Talented Education  
Gifted & talented revenue is included in the general education revenue program.  A district’s 
gifted and talented revenue equals $13 per weighted ADM.  It must be used only to identify 
gifted &talented students, provide educational programs for gifted & talented students, or 
provide staff development for teachers to best meet the needs of gifted & talented students. 
 
Preschool Education 
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State funding is provided for several preschool programs, including early childhood family 
education, school readiness, head start, and early childhood scholarships.  In addition, a 
voluntary pre-kindergarten program and a school readiness plus program provide funding for a 
combined total of 6,160 participants.  Participants in these programs are counted as pupil units 
for the general education revenue program, with ADM limited to 0.6 per participant. 
 
STEM (Science, Technology, Engineering, Math) 
N/A 
 
Academic standards related to STEM. Subd. 15.  
 
Starbase MN. 
(a) For a grant to Starbase MN for a rigorous science, technology, engineering, and math 
(STEM) program providing students in grades 4 through 6 with a multisensory learning 
experience and a hands-on curriculum in an aerospace environment using state-of-the-art 
technology: 
 $ 1,350,000 ..... 2018 
 $ 0 ..... 2019 
(b) Any balance in the first year does not cancel but is available in the second year.  The base for 
fiscal year 2020 is $500,000. 
 
Subd. 29.  
Grants to increase science, technology, engineering, and math course offerings. 
For grants to schools to encourage low-income and other underserved students to participate in 
advanced placement and international baccalaureate programs according to Minnesota Statutes, 
section 120B.132: 
 $ 250,000 ..... 2018 
 $ 250,000 ..... 2019 
Any balance in the first year does not cancel but is available in the second year. 
 
Other  
At-risk students attending extended time programs before or after school or during the summer 
generate up to 0.2 additional ADM based on the number of hours enrolled in the extended time 
programs.  Alternative teacher compensation (Q Comp) revenue provides participating districts 
with up to $260 per pupil.  Equity revenue provides additional revenue to districts with relatively 
low voter approved operating referendum levies to reduce the gap between high- and low-
spending districts.  Transition revenue is a hold-harmless provision ensuring that districts will 
not receive less funding than they received under previous formulas.  
 
 
Revenue and Expenditure Information  
 
State Mandates Restricting Revenue or Expenditure Increases  
State sets limits on property tax levies.  Districts may levy beyond the limitation as permitted by 
referendum.  Operating referendum levies are limited to $1,929 per weighted pupil, with certain 
exceptions.  Bonding limit is 15% of the total market value of property. 
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Property Assessment Ratios Used/Legal Standards For Property Assessment  
County assessor determines the market value of property.  Class rates are specified by law for 
various types of property (e.g., the class rate for residential homestead property) is 1% for the 
first $500,000 of market value and 1.25% for value over $500,000.  The class rate for 
commercial and industrial property is 1.5% for the first $150,000 of market value and 2% for 
value over $150,000.  Market values are multiplied by the appropriate class rates to determine a 
net tax capacity.  Sales ratio studies are used to review the accuracy of market values.  Adjusted 
net tax capacities, reflecting the results of the sales ratio study, are used in computing most of the 
school district levy limitations.  
 
There are two property tax base measures used for various school tax levies.  For operating 
referendums and a few other levies, we use 100% of estimated market values, but exempt 
agricultural land and seasonal recreational cabin property from paying taxes.  For debt service 
and most other school levies we use a measure called adjusted net tax capacity, which uses 
varying percentages of estimated market value for different use classes of property, with the 
lowest percentage assigned to the first $2 million of agricultural land and the highest percentage 
applied to commercial-industrial property. 
 
Measure of Local Ability To Support Schools  
Property valuation  -- two measures are used.  Adjusted net tax capacity is used for most school 
levies; referendum market value is used for the operating referendum, transition and equity 
levies.  Referendum market value is based on the full market value before applying the class 
rates, excludes agricultural land and seasonal recreational cabin property, and does not use the 
sales ratio calculations. 
 
School District Budget and Tax Rate Procedures/Sources of Local Revenue  
All 331 school districts are fiscally independent.  Separate levy limitations are determined by the 
state for general education and community education based on various statutory formulas.  
School districts may levy additional amounts for general education and debt service based on 
local referendum elections.  The property tax is the primary source of local revenues for schools. 
 
State Support for Nonpublic Schools  
School districts are required to provide “equal transportation” for nonpublic school pupils; state 
aid is provided for costs of transporting nonpublic school pupils. 
 
Taxpayers may deduct, for state income tax purposes, the amounts spent for tuition, secular 
textbooks, and transportation of dependents attending public or nonpublic schools, up to $1,625 
per dependent on grades K-6 and up to $2,500 per dependent in grades in 7-12.  Taxpayers with 
household incomes below $37,500 may claim a credit for state income tax purposes for K-12 
educational expenses, excluding school tuition.  The credit equals 75% of qualifying expenses, 
up to a limit which varies with household income and number of qualifying children.  The credit 
is phased out for families with income exceeding $33,500, depending on the number of eligible 
children for whom the credit is claimed. 
 
School districts are required to provide secular textbooks, individualized instructional materials, 
and standardized tests to nonpublic school pupils, to offer these pupils health services, and to 
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offer nonpublic secondary pupils guidance and counseling services.  The state reimburses school 
districts for their costs up to formulas limits based on the statewide average cost per pupil. 
 
School districts may provide shared time programs for nonpublic school pupils, and must make 
shared time special education programs available to handicapped nonpublic school students.  The 
state pays shared time aid for these programs of $6,188 times the number of FTE weighted ADM 
served. 
 
For further information see: 
Financing Education in Minnesota, 2016-17  
http://www.house.leg.state.mn.us/hrd/pubs/mnschfin.pdf 

  




