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Slide -State funding has not kept pace with increasing costs.

2 The Problem ... *In 1990, only 47% had levies and, back then, they were
State funding has not kept pace with rising costs and called excess levies meant to provide "extras". Now all but
increased mandates - one of the 336 districts have a operating levy and this
e o et o e revenue is critical just to fund basic educational opportunities.
The taxpayer cost for local school levies varies greatly *However, disparities arise in school funding because the cost
depending on locarion. , to the local taxpayer for a levy dollar increases or decreases
en the cost is high, communities struggle to
support their schools through local levies. depend|ng on Where you I|Ve

This results is significant disparities in educational
opportunities based merely on where a student lives.

Slide The pizza video asks us to contact our legislators, but is this

3 Education Funding IS a State Constitutional Mandate a rea”y a State |Ssue?
*Absolutely!
The stability of bli fi f t . . . . . .y
depends mainly upon the mteligence of the people, it | 1 NE state constl’gutlon — which is the job descrlptl_o_n for the
is the duty of the legislature to establish a general governor and legislators — only calls out two specific areas of

and uniform system of public schools. The legislature

shall make such provisions by taxation or otherwise government that the state must fund - trunk highway systems
as will secure a thorough and efficient system of and ed ucation
public schools throughout the state. . . " . "
_ » *The constitution also clearly calls for a "uniform" system of

Minnesota Constitution .

Article XII, Section 1 pUb|IC schools.
*This is a constitutional obligation for the governor and
legislators.
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The Basic Formula Has Not Kept Up With Inflation
The basic forr ajority of the funding that SEE districts receive fr

Okay . .. So how is the state doing in providing adequate
resources for our schools? The basic formula is a per student
dollar amount that comes from the state for every child that
walks through the door. It is the majority of the funding that
SEE districts receive from the state. Most think of the basic
formula as the districts operating funds. The legislature and
the governor set the basic formula amount. What we look for,
at a minimum, is inflationary increases. If we want the same
class sizes, the same program offerings the same bus routes
that we had this year — if we want them next year - we must
see inflationary increases. So how has the state tended to the
basic formula over the past 20+ years? As you can see, the
perceived average annual increase to the basic formula looks
like 3%, which is approximately the actual rate of inflation.
However, when you take out the increases to the formula
from roll-ins and adjustments, which do not provide any new
funding for our schools, you see that the actual annual
increase to the basic formula is only 1.4%, half of what our
schools needed just to keep up with inflation.

Definitions of the roll-ins and adjustments:

Aroll -in is when the state takes a funding category outside of
the basic formula and shuts it down and rolls those funds into
the basic formula. Adjustments are accounting corrections
when the formula is adjusted. In both cases, there is no “new”
money for our schools, merely accounting adjustments. Roll -
ins: money that was already going to schools but taken out of
other categories and rolled -in to the formula allowance - not
new money. (a) $100 for referendum conversions from 1994 -
95 through present. For districts that already had $100 in
referendum revenue this was a roll -in. For districts that did
not, this was new revenue. (b) The formula and tax rate for
1996 -97 reflects the roll -in of a major portion of
transportation funding and training experience funding into
the general education formula. The formula increase reflects
that roll -in (c) The formula for 1998 -99 reflects the roll -out of
training and experience funding from the general education
formula. The decrease of $51 is the net result of the $130
reduction for the roll -out of training and experience and a $79
increase to the formula. (d) The formula allowance increase of
$210 is the result of the roll -in of $43 in graduation standards
revenue into the formula and a $167 increase in the formula.
(e) The formula allowance increase of $224 is the net result of
the roll -in of $67 in district cooperation revenue, an increase
of $39 to the formula for staff development and a $118
increase in the formula. (f) The formula allowance increase in
2002 -03 is the net result of the roll -in of $14 in assurance of
mastery revenue, the conversion of $415 of referendum
revenue onto the basic formula and an $104 increase in the
formula. For districts that already had $415 in referendum
revenue, this was a roll -in. For districts that did not, this was
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The Basic Formula Has Not Kept Up With Inflation

The basic formula provides the majority of the funding that SEE districts receive from the state
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Yet while funding lagged - mandates increased . . .

Teacher Development and Evaluation
Worlds Best Workforce

Every Student Succeeds Act/No Child Left Behind
Special Education Mandate

Testing and Assessments

GRAD Standards

Transportation

English Language Learning

Health and Safety Mandates

Physical Education

HIV/AIDS Sex Education
Drug/Alcohol Abuse Education

Bus Safety

Title 1 Programs

new revenue, (g) The formula allowance increase in 2014 - 15
is the net result of a adjustment in pupil weightings that
increased the formula by $424 but did not increase revenue
for districts and a $104 increase in the formula. (1) Midwest
Urban . . . Provided by the Bureau of Labor Statistics. FY8
and FY9 are estimates. (2) Source: Bureau of Economic
Analysis. IPD is the acronym for implicit price deflator which
can be a more accurate measure of inflation than CPI for
state and local government expenditures.

The green line shows the actual basic formula over the 20
plus years. The red line shows what it would be if it had just
keep up with inflation. The gap is over $2,500 per student.
This is how much less we have to spend on today's students
compared with the children in our classrooms in the early
1990's.

However, if our legislators can’t fund are schools they still
always want to do something, so they make mandates.
Districts must pay for new mandates and are forced to cut
funding for other valuable programming. Good or bad,
without the funding to pay for the new mandates, they are a
undue financial burden on our schools and seem
irresponsible for our legislators to enact.
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Special Education Requirements
Thefil ndi vi dual s with Disj

Act 0 (| Dbrayght averi million

children who were previously kept at home or in

institutions into the public school system.

Neither the Federal Government or the State

has ever paid the excess cost of providing

mandated services to our special education

children.

-
Special Education Cross-Subsidy (unfunded cost)
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Districts rely on voter-approved school levies

School levy revenue is primarily generated by local
property taxes

The state allows school districts to raise an additional
$2,353 per pupil for general operating revenue through
several voter-approved or board—approved levies.

The cost to the taxpayer “per levy dollar” is based on

the individual property wealth of each district, which

varies greatly across the state

s Without significant commercial and industrial property to
broaden the tax base, taxpayers in mostly residential
school districts can pay two or three time more for the
same amount of levy revenue for their schools than
taxpayers in high-property wealth districts.

As an example, the most financially challenging unfunded
mandate is the special education program. Now, | think our
schools have done an excellent job helping our special
education kids reach their full potential. However, the
mandated extra services that schools must provide for our
special education students has never been fully paid for at the
federal and state level. The federal government promised to
pay 40% and has never gotten close to that level of funding.
Unfortunately, when mandates are not funded, school districts
must take money out of general education to pay for
mandated services.

This shows the amount difference between what it costs to
provide special education services and what schools in
Minnesota receive. | often hear school officials say, “If the
state would pay all the special education costs, | think our
district would not need to ask for the voters for referendum
dollars.” The current $715 million shortfall in education
funding which is equivalent to about $800 per pupil for all
every student in the district and amount continues to grow.

Due to inadequate state funding, schools rely on school levies
to pay for the “basics” in education.

The state allows school districts to raise an additional $2,353
per pupil for general education revenue through several voter-
approved or board—approved levies.

The levy cap, the maximum amount of voter-approved
referendum revenue that a district can ask for, used to be
quite a bit lower. In 2005, under pressure from districts that
easily pass school levies, the legislature increased the levy
cap from 18% to 26% of the basic formula. How does the
state meet its obligation of a "uniform" system of public
schools when this type of disparity is sanctioned?

The problem with school levies is the cost to the local
taxpayer for a levy dollar is based on the individual property
wealth of each district, which varies greatly around the state.
If you don't live in a district with a Mall of America, a
Medtronix, a mining operation or other significant
commercial/industrial development, the cost of a school levy
is very high. Thus, districts with lower property wealth
struggle to pass referendum.
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Opportunity Gap -
Where do you live?
Hopkins $184
Annual cost Cook County $187
to local St. Louis Park $213
residential or Minneapolis $222
business West St. Paul $232
taxpayer for P
2$2,353per | Eden Prairie $246
pupil levy Lake Superior $296
per$100,000 | Faribault $433
SSSSSSSS Northfield $449
ppppppp y
Tri-City United $467
Belle Plaine $503
Owatonna $512
New Prague $514
Medford $844

Equalization is for Students and Taxpayers

The intent of equalization was to make the cost of a school
levy dollar uniform across the state so ALL districts have the
same ability to raise school levy revenue for their students
It's a "match" of state aid to provide tax relief for citizens in
low property wealth districts

Calculation of the state aid/local levy split:

District’s referendum market value per student

% Levy =

Equalizing Factor (set by legislature)

The equalization factor has not been adjusted to keep up
with inflation.

Let's look at it this way, this is the annual cost to the local
voting taxpayer for that $2,353 per pupil levy per $100,000 of
home value?

Imagine, you would like your district to access this funding.
You would go out into the community to inform residents what
the district would do with the additional revenue. You may talk
to a senior citizen on a fixed income or a family of four that is
struggling whom live in $100,000 houses. You would explain
the situation. Then you will have to answer the overriding
question, "How much will it cost me?" If you are talking to
that senior citizen or family in Hopkins, they would have to
pay $184 per year but that very same senior citizen or family
livingin{ }would have to pay{ }. What happens is
districts must be sensitive to the tax burden of their residents
and they ask for what they think the community can bear, not
necessarily what the district truly requires to meet the needs
of their students. (Give real examples of what programming
is affected due to lack of school levy revenue.)

*Here is a brief history on equalization. Back in the late
1980's, we had a situation in Minnesota where the state was
not equitably funding our schools. The basic formula was
inadequate. There was a heavy reliance on voter-approved
school levies and the legislature had set the levy cap to a
very high percentage . . . .sound familiar?
*SEE looked into suing the state of Minnesota for not
constitutionally providing a "uniform" system of public schools
- an equity issue. The SEE initiative grew into a larger state-
wide effort and the Skeen vs. the State of Minnesota lawsuit
was filed.
*Minnesota’s lower found in favor of the school districts. The
state immediately appealed to the Minnesota Supreme Court.
+ During the two year appeal process, the Minnesota
Legislature continued to meet annually. The Legislature,
concerned about losing at the Supreme Court, did three
things.
*Increased and reworked the basic formula to even out
some of the disparities.
*Set the school levy cap to 18% of the basic formula.
*AND created equalization.
*The intent of equalization was to make the cost of a school
levy dollar uniform across the state so ALL districts had the
same ability to raise school levy revenue for their students
*In low-property wealth districts, for every school levy passed
the state would pay a portion.
*The state used this formula to calculate the levy portion,
which is how much referendum revenue would be raised by
the local taxpayers. Then the state would make up the
difference.



Slide
12

Slide
13

Increased Equalization
Equals Taxpayer Fairness + Enhanced Opportunity for Students

Hopkins $184
Annual cost Cook County $184
St. Louis Park $184
e Minneapolis $184
** | West St. Paul $184
taxpayer for —
2¢2,353per | Eden Prairie 5184
pupil levy Lake Superior $184
per 5103000 Faribault $184
sssssss -
value IF fully Northfield $184
equalized Tri-City United $184
Belle Plaine 5184
Owatonna $184
New Prague $184
Medford $184

All public school children must have
equal access to a high quality education
regardless of where they live in Minnesota!

What can you do?

Receive SEE’s electronic
legislative updates and
action alerts.
= Sign up online,
www.schoolsforequity.org
Email or call your state
legislators and share your
concerns.

For more information, go to
www.schoolsforequity.org

w3l

*The problem was the equalizing factor was fixed near the
property wealth of the wealthiest school district in the state.
The equalization factor should never had been a fixed
number as the equalization eroded as property values went

up.

This is how it would look if the levies were fully equalized. . . .

*The Governor and Legislature can fix this disparity by
increasing equalization.

*Your local state legislators need to hear from YOU. Email or
call your legislators to let them know that equalization must
be a priority during the Legislative Session.

+Sign up to receive SEE’s electronic weekly legislative
updates and action alerts that are sent during the legislative
session. You will be informed at critical times during the
session when decisions are being made on these important
education and tax fairness issues so you can again contact
your legislator. Sign up online, www.schoolsforequity.org.



